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Conditions  under  which  investigating 
being  carried  out  must  be  accepted  as 
abnormal  55 

His  mind  being  directed  more  and  more 
to  certain  belief  with  respect  to 
railway  expenditures  --  its  possible 
significance  55 

COM\asSIONER  LOREE  refers  to  construc- 
tion of  Canadian  National  hotel  at 
Vahcouver  --  political  compromise 
v/ith  community  56 

Suggests  that  railway  officers  give 
Commission  review  of  situation  in 
1913  as  compared  with  1931  56 

Whether  relief  could  be  looked  for 
along  line  of  unified  structures, 
one  east  and  one  west  of  Fort 
William  or  Port  Arthur  56 

Conceivably  three  systems  might  be  set 

up  56 

Believes  people  would  be  better  off 

under  private  ownership  57 

Had  reached  conclusion  that  Canadian 
National  managem.ent  reasonably  alert 
and  efficient  but  struggling  against 
too  great  a  handicap  57 

Recent  increase  in  rates  in  United 
States  --  its  cost  to  anthracite 
producers  57 

Labour        his  company's  policy  57 

Does  not  consider  Commission  had  as 
yet  sufficient  data  to  make  up  its 
mind        had  merely  given  his  general 
impressions  58 
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Wee. 12     SIK  JOSEPH  FLAVELLE  outlines  natural  """^ 
trend  of  trade  in  Canada  58 

Railway  construction  following 
Confederation  59 

Sketches  financial  efforts  of  Dominion 
during  and  subsoquent  to  war  59 

Canadian  railway  situation  outcome  of 
pressure  of  Canadian  people  at  a 
critical  tine  un\¥isely  acceded  to  60 

Danger  of  railway  monopoly  60 

But  unv/ise  at  this  early  date  to  say 
anything  impossible  61 

Feels  CoiTDaisRion  should  get  very 
valuable  assistance  from  checkup  by 
expert  of  various  proposals  developed 
during  investigation  61 

BEAUDRY  LEMK  believes  that  Coiomission 
should  endeavour  to  circumscribe  extent 
of  investigation  under  certain  headings  61 

SugRests  study  of 
il)  Possible  immediate  remedies  62 
(2)  Possibility  of  solution  which  would 
as  far  as  possible  preserve  future  by 
not  taking  stand  either  as  to  govern- 
ment or  private  ownership  62 
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information  based  on  experience  rather 
than  on  possible  theories  62 

Fiailvva^/  construction  and  expenditure  52 

DRo  MURRAY  thinks  Gomraission  should  keep 
in  mind  two  or  more  alternative  pro- 
posals in  assembling  data  62 
Problem  m.ust  ultim.ately  be  decided  by 
political  considerations  63 

DR.  \?VEBSTER  feels  that  judgment  of  three 
more  experienced  m.embers  ~-  Lord 
Ashfield,  Mr.  Loree  and  Sir  Joseph 
Flavelle  -  should  guide  the  lay 
mem.be  rs  63 

Their  views  should  be  kept  in  background 
until  more  complete  information  avail- 
able 63 

Outlines  certain  possibilities  63 

MR,  MOXON  assures  Commission  that  record 

would  be  !nade  as  complete  as  possible  63 
Later  an  adequate  staff  would  be  organ- 
ized 63 

In  deference  to  Lord  Ashfield 's  desire 
Commission  decides  to  have  the  official 
reporters  take  notes  of  conferences  with 
various  railway  officials  64 

The  Commission  discusses  future  m-ove- 

ra.ents  64 
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Sec .12  Page 
I,3R.  S.W.PAIRWEATIIER 

Director,  Bureau  of  Economics, 
Canadian  National  Railways 
Exhibit        --Statistical  information 
requested  by  Sir  Joseph 
Flavelle  100 
Exhibit        --Receipts  and  Expenditures, 
Canadian  National  Rail- 
ways, January  1,  1923,  to 
December  31,  1930  100 

Canadian  National  Railway  Hotels. 
Jir.  PairweatTier  refers  to  page  3  of 
Exhibit        as  representing  correct 
accounts  except  that  depreciation 
not  included  100 

His  views  on  depreciation  100 

Depreciation  should  appear  in  hotel 
accounts        reason  for  this  101 

Estimates  depreciation  101 

Hotels  a  deficit  enterprise 

(Lord  Ashfield)  101 

Theory  of  depreciation  reserve  101 

Amortization  102 

Depreciation  simply  a  matter  of  keep- 
ing profit  and  loss  account  straight  102 

Lord  Ashfield<3  view  102 

Sir  Joseph  Flavelle's  view  lo2 

?/!r.  Fairweather  in  agreement  with 
Sir  Joseph  103 

Total  investment  in  hotels  at  Dec. 
31,  1930  --  book  value  104 

Depreciation  figured  at  66  years  - 
how  arrived  at  104 

Figures  on  straight  line  basis  of 
two  and  a  half  per  cent  104 

Has  not  estimated  such  depreciation 
since  inception  of  hotels  105 

Calculation  confined  to  deprecia- 
tion accruals  in  eight  year  period  105 

Depreciation  in  relation  to  hotels 
does  not  appear  on  books  105 

Losses  prior  to  1923        how  dealt 
with  105 

Character  of  losses  106 

At  Lord  Ashfield' 3  request  Mr. 
Fairweather  to  prepare  statement 
disclosing  hotel  losses  to  date  on 
operation,   same  including  depre- 
ciation on  t¥;o  and  a  half  per  cent 
basis  of  book  value  106 

Whether  equipment  and  furnishings 
renewable  year  by  year  106 

Shadowland  between  obsolescence 
and  depreciation  107 

Mr,  Fairweather  also  to  supplement 
statement  with  estim.ated  figures 
when  hotel  progranime  completed  and 
of  future  losses  on  operation  107 
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Dec ,12    Canadian  National  Railway  Hotels (cont 'd ) 

Figures  to  be  in  bulk,  not  related 

to  particular  hotels  107 

Sir  Joseph  Flavelle  on  depreciation 

versus  renewal  107 

In  arriving  at  net  operating  figure 
Mr.  Pairweather  provides  for  renew- 
al 108 

Ladies'  College  depreciation 
practice 

(Coimnissioner  Loree  )  108 
Hotel  renewals  charged  to  operating 
expenses  ~-  I,!r,  Pairv/eather  in- 
stances such  expenditures  at 
Macdonald  and  Brandon  hotels  109 
Not  pyramiding  their  capital  109 
Interest  on  hotel  investment  how 
^  treated  109 

Sir  Joseph  Flavelle  draws  attention 

to  very  important  distinction  110 
Interest  on  investment  in  hotels  and 
other  outside  operations  change 
of  practice  — inter-system  elimin- 
ations 111 
Instances  Niagara,  St  .Catharines  <Sc 

Toronto  Railway  112 
When  new  practice  started  113 
No  distinction  betv/een  interest  on 
funded  debt  and  on  government 
borrowings  113 
Even  charge  interest  for  moneys  ad- 
vanced to  pay  deficits  absurd 
principle  113 
Sir  Joseph  Flavelle  suggests  that 
interchange  balance  sheet  should 
represent  true  position  of  each 
subsidiary  enterprise  113 
Mr»  Pairweather  repeats  that  new 
capital  ventures  debited  with  in- 
W  teres t  and  depreciation  charges  114 

Hotel  investments  -  Jasper  Park  Lodge- 
Ivlr,  Fairv/eather  gives  details  behind 
Sir  Henry  Thornton's  statement  115 
Hotels  a  stimulus  to  railway  traffic  116 
Should  be  given  credit  for  increased 

railway  traffic  116 
Vancouver  Hotel  —  coimitments  119 
Canadian  Northern  agreement  with 
city  of  Vancouver  to  build  station 

and  hotel  119 
If  held  to  letter  of  original  con- 
tract cost  to  Canadian  National 
would  have  been  substantially 
greater  120 
As  to  this,  Mr.  Pairweather  to  collab- 
orate with  Mr»  Gzowski  and  Mr. 
Roberts  in  preparing  statement  120 
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Canadian  Government  Merchant  Marine . 
C  anadian  Go v e rnme nt  Me rchant ' Mar ine 
a  war  enterprise        turned  over  to 
Canadian  National  to  operate  121 
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t)ec  ,12    Canadian  Government  Merchant  Marine  Page 

(cont 'd ) 

Chief  services  at  present  121 
Limitations  of  Order  in  Council  as  to 

shipping  121 
Statement  prepared  includes  results  of 

operation  of  services  as  a  whole  to 

date  122 
r'>.-preciation  provided  for  123 
Depreciation  on  war  cost  -~  how  dealt 

with  123 
Depreciation  tied  up  with  insurance  124 
Insurance  limit  125 
Accrued  depreciation  124 
Matter  dealt  v\rith  by  House  of  Commons 

Oomittee  last  session  124 
Total  cost  to  Canada  of  C.G.MoM.  124 

t Details  to  be  submitted  in  written 
statement  124 
Sir  Henry  Thornton  had  repeatedly  told 
Parliamentary  Comittee  that  C.G.M.M. 
of  no  value  to  Canadian  National 
system  as  such  125 
Canadian  National  Railways  do  not 
charge  CrG.M.M.  for  overhead  and 
supervisory  expenses        C.G^M.M.  has 
its  own  supervisory  officers  125 

Canadian  National  --Vt/est  Indies  Service. 

A  matter  of  trade  treaty  125 
Genesis  of  service  135 
Canadian  National  Railways  not  respon- 
sible for  number  or  tyne  of  vessels  135 
Parties  to  the  trade  treaty  135 
Identification  of  exhibits  136 
United  Fruit  Com_pany  and  Jamaica 

government  137 
When  service  began  137 
Results  of  operation  137 
A  Depreciation  at  two  and  a  half  per 

cent  straight  line  137 
Profit  and  loss  account  separate  from 

Canadian  National  accounts  136 
V/hat  Goramxission  is  interested  in  with 
respect  to  West  Indies  service 

(Lord  iishfield)  138 
Canadian  National  Rail?/ays  not  paid 

for  operation  of  service  139 
Neither  a  source  of  revenue  nor  of 
disbursement  to  Canadian  National 
Railways  139 

Canadian  National  Steamships  on  Pacific 
Coast . 

Subsidiary  steamship  and  car  ferrj 

services  140 

Canada  Atlantic  Transit  Company  how 

treated  "  140 

Car  ferries  "  141 
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ffec".  12  Canadian  National  Steamships  on  Pacific 

Coast  (cont'd) 
Agreement  with  Pennsylvania  railroad 
for  joint  ownership  and  operation  of 
Lake  Michigan  car  ferry  service  141 
What  railroads  oar  ferry  feeds  141 
Canadian  National  Steamships  operate 

on  west  coast  141 
Information  in  Volume  A,  section  2J 

to  be  sunrriarized  in  form,  of  statement  142 
Duration  of  service  142 
Boom  period  of  1928  142 
Intended  to  get  back  into  triangular 
service  originally  operated  by  Grand 
Trunk  Pacific  142 
Contemplated  construction  and  operation 
of  the  boats  a  question  of  traffic 
needs  —  a  feeder  to  the  railway  143 
Canadian  Pacific  Service  — Tri-Glty 

service  144 
Statement  of  C.NaR*  --tickets  sold  145 
Canadian  National  boats  primarily  for 

passenger  traffic  145 
Mr .Fairweather ' s  report  on  traffic 
unfavourable  to  establishment  of 
service  146 
Reported  verbally  to  his  predecessor, 
Mr.  Henry,  that  proposed  expenditure 
not  justified  146 
Enlargement  of  dock  facility  in 

Vancouver        llr  „  Fairweather  '  a  study 
and  report  146 
Location  of  dock  146 
His  general  knowledge  as  to  why  service 

established  147 
Had  reported  to  Sir  Henry  Thornton  on 

value  of  tourist  traffic  148 
Tourist  business  in  Canada  its  value  148 
Mr,  Goats  estimate  of  its  value  last 

year  149 
Its  growth  149 
Sir  Henry  Thornton's  decision  in- 
fluenced by  Mr,  Fairweather ' s  report 
on  tourist  traffic  ~-  felt  its  attrac- 
tion would  be  good  national  develop- 
ment 149 
Similarly  with  radio  and  other  luxury 

railway  and  hotel  service  149 
Mr.  Fairweather * s  personal  view  150 
Number  of  ships  built  150 
Alaska  run  150 
Triangular  service  150 
Alaska  service  —  seasonal  duration  151 
Triangular  service  anticipated 

expansion  151 
Case  of  bad  judgment  151 
Deck  facilities  at  Victoria  and  Van- 
couver       repairs  and  alterations  152 
Boats  not  capable  of  carrying  freight 

in  any  volume  152 
Financial  picture  of  service  where 

found  152 
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Coast   ( cont 'd. ) 

Depreciation  and  interest  152 
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Operating  re  suit  S;,  1930  153 

Length  of  operation  155 

Statement  2(k)l,  Volume  "A" 

question  of  policy        where  division 
made  between  passenger  and  freight 
earnings  154 

Annual  reports        variation  in  proper- 
ties comprising  Canadian  National 
Railways  155 

Figures  prepared  for  Commission  on  a 

uniform  basis  155 

Canadian  National  policy  to  encourage 
tourist  traffic  —  capital  expendi- 
ture 156 

Mr.  Fairv;eather  to  furnish  passenger 

earnings  from  1923  onwards  156 

Passenger  revenues  steadily  decreasing 

through  highway  competition  156 

Results  of  encouraging  tourist  traffic 
not  entirely  reflected  in  passenger 
service  157 

Indirect  benefits  157 

Sir  Henry  Thornton's  conception  of 
part  of  his  duty  as  President  to 
incur  expenditures  ~-  The  Chairman's 
statement  of  this  concurred  in  by  Mr* 
Fairweather  158 

Whether  G.?,R.  administration  shared 

Sir  Henry  Thornton's  view  158 

C»P.R's  purchase  of  subsidiary  company 
in  Nova  Scotia        built  chain  of 
tourist  hotels  to  make  line  pay  159 

C,P,  built  hotel  at  Del  Monte  and  m.ade 
local  railway  pay;  buying  of  ships 
to  increase  general  tourist  business 
of  country  on  different  basis 

(The  Chairman)  159 

Mr.  Fairweather  submits  if  country 
prosperous  railway  would  be  pros- 
perous 159 

Lord  Ashfield  suggests  if  policy  not 
pursued  by  others  whole  burden  on 
Canadian  National  160 

Canadian  National  policy  not  a  joint 

venture  except  as  to  hotel  in  Jajaaica  160 

Mr.  Fairweather  gives  the  story  161 

Purpose  of  building  the  hotel  162 

Extent  of  loss  162 

Hotel  completed  and  operated  by  United 
Hotels  Company  for  three  months  then 
closed  163 

Jamaica  government  hold  first  mortgage  163 

Figure  at  which  Canadian  National 

carrying  asset  163 

^Ir.  Fairweather  explains  1930  deficit 

on  Caniadievn  National  Steamships  163 

Alaska  and  Triangular  services 

length  of  operation  163 
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Coast   (cont ) 

The  "Robert"  and  the  "Henry"  164 

Results  of  operation  of  Tri-City  service  lC-4 

Mr,  "Fairweather  to  supply  further  infor- 
mation on  operation  164 

Lord  Ashfield  compliments  Mr,  Pairwoather 
on  his  wide  and  intimate  knowledge  of 
Canadian  National  affairs  165 

Invites  further  statement  on  matters  of 
policy.    At  later  stage  might  be 
useful  to  Commission  to  have  some 
observations  from  him  of  general 
character  166 

Mr,  Fairweather  would  take  over  steam- 
ship end  of  Canadian  National  Rail- 
ways as  Christmar.  present        if  per- 
mitted to  insure  it  166 

Feels  that  one  of  defects  of  Can.^dian 
National  organization  has  been  the 
ramifications  of  its  operations  167 

When  specialists  engage  in  sidelines 

apt  to  cominit  indiscretions  167 
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way Company's  general 
statement  of  operations 
covering  ten  year  period, 
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Exhibit  P*^ ,  Series  of  statements  made 
in  answer  to  questions 
submitted  by  Sir  Joseph 
Flavelle  181 
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Vice  President,  Western  Lines 
Canadian  National  competition  in  west 
Difficult  to  define  fair  competition 
Also  difficult  to  locate  exact  point 
where  competition  in  public  interest 
develops  into  extravagance  and  waste 
injurious  to  public  welfare 
Conditions  of  service  when  grand  Trunk 
Pacific  and  Canadian  Northern  merged 
to  form  Canadian  National 
Canadian  National  improvement  in  trans- 
portation conditioi-\s  followed  by 
excesses 
These  specified 

List  of  passes  issued  by  G.P.ii,  to  be 

f urni  she  d 
Law  governing  free  transportation 
More  liberal  than  United  States  law 
Branch  line  programm^es  of  both 
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Dec.  13  MR.  D  .0  .COLEI*'IA.N  (cont'd) 

Canadian  Pacific  by  Canadian  National 
policy  forced  to  anticipate  all 
lines  and  project  protective  lines  104 

Measure  of  support  always  available 
to  Canadian  National  for  railway 
building  proposals  184 

Outstanding  illustrations  of  how  easy 
to  work  up  agitation  in  press  in 
favour  of  any  branch  lines  184 

Okanagan  Valley  —  water  supply  con- 
ditions prevent  material  increase  in 
fruit  production  184 

PiGsult  of  check  on  last  year's 

shipping  conditions  185 

Motor  bus  and  truck  competition  likely 
to  decrease  railway  traffic  in 
valley  105 

Lulu  Island        Canadian  National  line 

now  building  185 

New  industries  could  be  much  less 
expensively  served  by  Vancouver  and 
Lulu  Island  Railway  185 

Purpose  of  Canadian  National  line  on 

Lulu  Island  185 

British  Columbia  Electric  Railway 

stock  control  in  Canadian  hands  106 

Sir  Joseph  Flavelle  rofers  to  state- 
ment made  at  Vancouver  hearing  by 
representative  of  North  Praser 
Harbour  -Corrmi  ss loners  106 

Mr.  Coleman  informed  that  only  one 

industry  so  far  located  in  nev/  area  187 

Placing  of  Canadian  National  steam- 
ships on  run  between  Vancouver,  Vic- 
toria and  Seattle  worst  instance  of 
unnecessary  duplication  187 

Northern  Alberta  Railways  price 
paid  for  same  due  to  unnecessary 
competition  187 

MR.  E.S, LLOYD, 

Comptroller  of  Canadian  Pacific 

Railway  Gom.pany 
Explains  capital  structure  188 
Ordinary  preference  and  debenture 

stock  191 
Borrowing  powers  192 
Branch  line  cperations        any  deficit 

provided  by  Canadian  Pacific  Railway  193 
So  far  as  operation  of  branch  lines 

per  se,  in  exactly  same  position  as 

C.NoR.  ^  194 

Statutory  limitations  on  issuing 

debenture  stock  194 
Have  capitalized  some  ships  195 
Acquisition  of  leased  line  securities 

pretty  well  taken  care  of  through 

issue  of  debenture  stock  195 
Why  done  that  way  195 
Priority  of  preferred  stock  as  to 

dividend  195 
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1951  Page 
HecTlS  m.  E.E.LLOYD  (cont'd) 

Debenture  stock  yield  196 
Its  market  rating  196 
Issue  price  196 
Sale  of  bonds  at  discount  charged  off 

against  premiums  on  common  stock  197 
Stock  premiums  tr*?ated  as  reserve 

against  possible  sale  of  securities 

belovtf  par  197 
Balance  of  stock  premium  reserve 

unabaorbed  197 
Liquid  reserves  of  G.P.R.  today  197 
Gash;  investments  198 
Consolidated  smelters  198 
C.P.R's  authority  with  regard  to  bond 

issues  -~  5G  Victoria,  Chapter  41  199 
Unsold  land  -~  how  carried  value  199 
Its  value  written  dov/n  annually  199 
Appears  only  in  balance  sheet  199 
Drayton-Aoworth  report  treatment 

of  land  value 

(Commissioner  Loree )  200 
lii"'.  Lloyd  to  prepp.re  statement  of  cash 

and  land  sulDsidies,  guarantees  and 

railway  ^'ileage  received  by  C.P.R.  200 
Land  value  produced  by  construction  of 

railway  200 
Basis  of  value  of  railway  received 

from  government  2C1 
Resalo  of  certain  acreage  to  government- 
price  201 
Substance  of  transaction  stated  by  Sir 

Joseph  Plavelle  202 
By  Statute  of  1879  value  of  land  fixed 

at  dollar  an  acre 

(The  Chairman)  202 
Title  taken  to  land  203 
Practice  in  United  States 

(Commissioner  Loree)  203 
Early  financial  history  of  C.P.R.  203 
Assistance  by  the  government  204 

Depreciation; 

Method  adopted  in  accounting  up  to  end 

of  1929;'  since  ^  205 

Interstate  Gormerce  Commission's 

ruling  on  property  abandoned  and  re- 
placed —  later  modified 

(Commissioner  Loree)  206 
Sir  Joseph  Plavelle 's  views  on  treat- 
ment of  equipment  account  207 
Relation  of  profit  and  loss  to  capital 
stock  issue 

(Commissioner  Loree)  208 
Tendency  to  treat  depreciation  as  a 
flexible  thing 

(Sir  Joseph  Plavelle)  208 
C.PrR's  equipment  replacement  account 

reserve  209 
Method  prior  to  1930        result  209 
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Dec 713  Depreciation  (cont'd) 

Percentage  rate  in  lieu  of  deprec- 
iation 209 
Do  not  asceas  depreciation  or  interest 
against  hotels  —  straight  case  of 
earnings  and  expenses  210 
Capital  charge  captble  of  number  of 

interpretations  211 
Hotel  equipment  replacement  how 

charged  212 
Replacement  of  iti>10j,000  loc emotive  by- 
new  one  costing  ^100,000        how  do a It 
with  in  accounts  212 
Itcjrc  of  '142,812,  reserve  and  appropri- 
ations, in  liabilities  account  ex- 
plained 215 
Reserve  account        how  dealt  with  215 
Reduction  from  1921  to  1923  explained  215 
Were  banl-cers  for  Allan  Line  Steamship 

Co  ;pany  216 
Adjustment  of  taxes  with  British 

government  216 
Secretar37'  form,  for  certain  information 

from  CN.R.  to  apply  to  CP.R.  216 
VJhy  hotel  in  England  part  of  railway 
enterprise  in  Cant^da        Mr.  Coleman's 
explanation  217 
Mr.  Lloyd  explains  reduction  in  passen- 
ger service  revenue  accounts  for 
steadily  mounting  operating  ratio  218 
Decreased  operating  ratio  in  freight 
service  attributable  largely  to 
efficiency  "  218 

Operating  accounts  how  kept  218 
Operciting  ratios  219 
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ROYAIi  COMflSSION  ON  RAILWAYS  AlU)  TR/llfSPO ELATION 


The  Royal  Commission  appointed  to  inquirG  into  the 
whole  problem  of  transportation  in  Canada,  particular 
in  relation  to  railways,  shipping  and  comm^inication  f 
cilities  therein,  ha.ving  regard  to  present  conditions 
and  the  probable  future  developments  of  the  country, 
in  private  conference  on  the  special  train  en  route.. 


PRESENT : 

Right  Hon.  Lyman  Poorc  Duff,   P.C.  Chairman 

Right  Hon.  Lord  Ashfield  ) 

Sir  Joseph  11,  Flavelle,  Bart,  ) 

Boaudry  Leman,  Esq..  ■) 

)  Commissioners 
Leonor  Fresnel  Loroc,  Esq..,  ) 

Walter  Charles  Murray.  Esq..  ) 

John  Clarence  Webster,  Esq^.  ) 

Arthur  Moxon,  Esq..,  K.  C»,  Secretary 


Officers  of  the  Canadian  National  Railvi'ays: 


S.  W.  Fairweather,   Director  of  the  Bureau  of 

Economi  cs, 

E.  P.  Mallory,  Director  of  the  Bureau  of 

Statistics, 

A.  E.  Warren,  G-ene?-*al  Manager,  Western  Lines. 
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V\fe stern  Tour, 

En  Route  Oi:t.'"Ta-Van:.ouver, 
Sunday,  December  6, 
19  2  1. 

PRIVATE  CONFERENCE 
MEMORANDUM  OF  DISCUSSION  WITH  THE  COMMISSION 
(Precis  "by  Mr.  Fairweathcr ) 

The  first  q_uestion  discussed  v/a,s  the  total  increase 
in  the  funded  debt  of  the  Canadian  National  from  January  1st, 
1923,   to  December  20th,  1930,  and  it  was  explained  to  the 
Commission  that  the  pamphlet  entitled  "Receipts  and  Expendi- 
tures, January  1st,  1923,  to  December  31st,  1930"  cohered 
the  situation  so  far  as  the  Canadian  National  Railway  System 
was  concerned  and  that  the  situation  with  regard  to  the 
Eastern  Lines  was  covered  in  a  separate  pamphlet  entitled 
"Eastern  Lines  -  Memorandum  re  Accounting." 

Members  of  the  Commission  expressed  a  desire  to  have 
a  consolidated  statement  prepa.red  showing  the  increase  in 
funded  debt  of  the  Canadian  National  Railvjay  System  and  of 
all  the  properties  entrusted  to  it  for  management.  This 
statement  v/ould  then  cover  the  Canadian  National  Railway 
System,  the  Central  Vermont,   the  Eastern  Lines,  the  Canadian 
National  (Y/est  Indies  ) Steamships  and  the  Canadian  Govern- 
ment Merchant  Marine.     It  vjas  explained  that  it  v/ould  take 
a  little  time  to  prepare  this  statement,  but  that  the  infor- 
iTiation  was  available  a.nd  that  it  would  be  done. 

The  next  point  discussed  was  the  income  result  for 
the  period  from  January  1st,   1923,  to  December  31st,  1930, 
and  members  of  the  Commission  again  expressed  a  desire  for  a 
consolidated  picture  of  all  the  properties,  prepared  upon  the 
basis  of  excluding  any  interest  due  the  Government;  that  is, 


that  the  G-ovornmont  v\/c.s  to  be  viov^ed  c.s  the  proprietor. 
Lo2?d  AshfioM,   in  this  connection,   revised  the  question  of 
depreciation  on  equipment  and  some  discussion  on  that  point 
took  place,   the  viov;  held  by  the  Canadian  National  "being 
that  in  a  continuing  enterprise  such  as  a  railway,  it  v/as 
dubious  as  to  whether  retirement  accounting,  or  depreciation 
accounting  v/as  the  proper  manner  of  treating  the  subject. 
It  v;as  made  clear  to  the  Commission  that  on  the  United 
States  Lines,  we  practice  depreciation  accounting,  but  that 
xsn  the  Canadian  Lines,  we  followed  the  practice  established 
by  the  Board  of  Railv/ay  Commissioners  and  the  Dominion 
Bureau  of  Statistics  which  omits  depreciation  as  an  jpera- 
ting  charge,  but  docs  provide  for  the  retirement,  through 
operating  expenses,  of  equipment  as  from  time  to  time  is 
determined  by  the  operating  officers.    His  Lordship  stressed 
the  point  that  this  method  did  not  adequately  provide  for 
obsolescence  and  when  it  developed  that  the  retirements 
charged  to  operating  expenses  in  1930  were  estimated  at 
|3, 851, 000  and  that  the  depreciable  portion  of  the  equipment 
investment  amounted  to  $260,000,000,  he  pointed  out  that  at 
that  rate  it  would  take  approximately  100  years  to  retire 
the  equipment.     The  railv/ay  company,  however,  feels  that 
while  retirement  charges  in  the  future  may  increase  some- 
what on  account  of  the  increased  cost  of  imits  retired,  that 
viewing  the  matter  in  the  large,    owing  to  the  very  satis- 
factory present  condition  of  the  equipment,   the  average  age 
of  which  is 

freight  car  equipment  15.4  years 

passenger  "  "  19.1  " 

locomotive  "  17.6  " 

and  further  that  through  the  general  additions  and  better- 
ments to  the  property,  which  investments  have  been  made  from 
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operating  cxpcnsos,   d though  in  reality  a  ca^pital  charge, 
but  YJhich,   owing  to  the  system  of  accounts  adopted  by  the 
Interstate  I  Comme  rce  Commission,  the  railv\/ay  is  precluded  from 
treating  ds  such,   that  no  accruals  to  provide  for  obsoles- 
cence are/  required.     Some  of  such  betterments  charged  to 
opera.ting  expenses  are: 

Installation  of  creosoted  ties, 
Improvement  in  ballast  and  drainage, 

A  considerable  portion  of  tracklaying  and 

surfacing  in  connection  with  heavier 
rail. 

The  Chairman  suggested  that  a  statement  be  prepared  shovdng 
what  effect  equipment  depreciation  would  ha.ve  on  the  accounts, 
3  percent  per  annum  being  adopted  as  the  basis  of  calculation. 

Discussion  next  turned  upon  the  estimated  deficit 
and  financial  req_uiremont s  for  the  year  ending  December  31, 
1931.     In  explanation  of  this  item  the  financial  budget  as 
submitted  to  Parliament  vjas  submitted  to  the  Commission  and 
in  a  general  way  changes  in  that  budget  necessitated  by  the 
continuing  depression  v/ere  explained  and  a  revised  statement 
of  financial  requir*^ment s  was  also  submitted,  being  the 
latest  estimate  of  the  total  cash  requirements  for  the  year 
1931.    After  some  discussion,  the  Chaiman  requested  that 
this  statement  be  altered  slightly  so  as  to  clearly  reveal 
the  income  deficit,  refunding  expenditures,   capital  expendi- 
tures and  other  financial  requirements.  It  was  also  sug- 
gested that  in  place  of  the  equipment  retirements  of 
$3,851,000  that  depreciation  at  3  percent  per  annum  be 
inserted. 

The  branch  line  extensions  of  the  Canadian  National 
were  then  touched  upon  and   it  was  explained  to  the  Commission 
that  full  financial  details  in  regard  to  them  could  be  found 
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in  thG  pamphlet  "Receipts  and  Expenditures"  under  the  item 
"J".    The  Chairman  requested  that  in  addition  to  this  infor- 
mation, a  brief  statement  be  submitted  regard  to  the 
reasons  for  the  construction  of  each  of  the  lines. 

The  acquisition  of  lines  was  next  discussed  and  it 
v^ras  explained  that  financial  details  Y\/ith  regard  thereto 
would  also  be  found  in  item  "J".    The  Commission  questioned 
to  what  extent  the  acquisition  of  these  lines  was  determined 
as  a  matter  of  policy  by  the  railway  company.     The  answer 
given  was  that  the  technical  recommendation  in  all  cases 
came  from  the  railway  company;-  that  with  regard  to  the 
Inverness  Railway,  the  Kent  Northern  Railvjay  and  the  Gaspe 
Railways,  the  acquisitions  v\/cre  not  advantageous  to  the 
Canadian  National  and  this  was  known  at  the  time  the  lines 
v/ere  acquired  and  that,  therefore,  motives  of  public  ser- 
vice entered  into  the  decision  to  acquire  these  lines,  as 

distinct  from  commercial  advantages.    The  Montreal  Tram- 
ways line  was  acquired  as  part  of  the  Montreal  Terminal 
scheme  and  was  purchased  to  furnish  the  railway  company 
with  a  double  track  line  in  the  east  end  of  the  city.  The 
acquisition  of  the  Quebec,  Montreal  and  Southern  was  dic- 
tated by  mixed  moti¥cs.    The  railway  was  thought  by  the 
management  to  have  a  strategic  value  in  that  it  served  a 
territory  likely  to  experience  considerable  industrial 
grov/th  ov/ing  to  the  presence  of  cheap  water  transportation, 
cheap  hydro-electric  power  and  a  favourable  labour  market. 
It  also  v;ould,  v;hen  reconstructed  and  extended  to  St. 
Appollinaire,  furnish  a  low  grade  route  from  Montreal  to  the 
Maritimcs,  thereby  avoiding  extensive  improvement  and  double 
tracking  of  the  present  connection  from  Ste.  Rosalie 
Junction  to  Levis  which  otherwise  v»/as  seen  as  necessary  in 


0 


the  comparatively  near  future.    Motives  of  pulDlic  policy 
in  furnishing  more  adequate  transportation  to  the  communi- 
ties served  by  the  railv;ay  also  affected  the  decision.  The 
acquisition  of  the  St,  John  and  Quebec  Railway  was  a  matter 
of  negotiation  Yvith  the  Province  of  New  Brunswick.     The  line 
had  previously  been  operated  under  a  lca.se  agreement  and  the 
sale  relieved  the  province  of  certain  financial  charges 
vyhich  were  transferred  to  the  Canadian  National  Railways. 
It  was  also  mentioned  that  in  the  case  of  all  these  acqui- 
sitions, the  Government  of  the  day  v/as  fully  informed  of  the 
progress  of  the  negotiations. 

The  next  subject  dealt  v\/ith  was  a  comp8»rison  of  the 
operating  efficiency  of  the  Canadian  National  and  the  Cana- 
dian Pacifi-"  Raili/ays.     The  question  v;as  asked  as  to  why  the 
operating  ratio  of  the  Canadian  National  was  higher  than  the 
operating  ratio  of  the  Canadifxn  Pacific,  or  in  other  words, 
why  the  Canadian  Pacific  succeeded  in  showing  substa,ntially 
greater  profits  on  operating  account  than  the  Cana,dian 
National.     It  was  explained  to  the  Commission  that  many 
factors  entered  into  the  comparative  operating  results 
of  the  two  railways  and  that  if  these  be  taken  account  of, 
the  operations  of  the  Ca,nadian  National  wore  as  efficiently 
conducted  as  those  of  the  Ga,nadian  Pacific.     It  was  explained 
that  the  Canadian  Pacific  Railviay  was  built  as  an  integral 
unit,  each  part  being  added  for  a  designed  purpose,  whereas 
the  Canadian  National  w^as  formed  from  the  consolidation  of 
four  railway  systems,  three  of  which  were  designed  for  active 
competition  v/ith  each  other.  This  situation  created  a  some- 
what difficult  operating  problem  and  in  part  was  reflected 
by  a  lower  density  of  traffic  on  the  Canadian  National  than 
on  the  Canadian  Pacific.     It  v;-.s  explained  that  the  operating 
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expenses  of  a  railv/ay  vjcro,  to  a  certain  extent,  fixed, 
or  independent  of  the  volume  of  traffic  and  to  a  certain 
extent  varia'blo  with  the  traffic;  that  on  thin  traffic  lines 
the  proportion  to  the  total  expenses  which  was  fixed  was 
high  8.nd,  therefore,  other  things  being  equal,  the  line  with 
the  lower  traffic  density  vjould  have  a  higher  operating  ratio. 
The  technical  interpretation  of  this  statement  V7as  gone  into 
at  some  length  and  the  feature  of  traffic  density  in  itself 
would  account  for  approximately  half  of  the  discrepancy  "be- 
tween the  operating  ra,tios  of  the  tvjo  systems.     It  was 
further  pointed  out  that  the  transporta-tion  problem  of  the 
Canadian  Pacific  vjas  comparatively  simple  in  that  they  did 
not  possess  large  terminals  in  the  United  States,  nor  were 
their  terminals  in  Eastern  industrial  Canada  so  elaborate 
as  those  of  the  Canadian  National,  which  company  had  exten- 
sive terminals  at  Chicago,  Pontiac,  Detroit,  Port  Huron  and 
Buffalo  in  the  United  States  and  at  Sarnia,  Fort  Eric. 
Toronto  and  Montreal  in  Eastern  Canada.    At  the  same  time  it 
was  pointed  out  as  having  a  bearing  upon  the  comparison, 
that  the  average  haul  of  freight  on  the  Canadian  Pacific 
was  considerably  greater  than  in  the  case  of  the  Canadian 
National,  which  fact,  together  with  the  complicated  terminal 
problem  accounted  for  most  of  the  remaining  difference  in 
the  operating  ratio.    Finally,  it  might  be  pointed  out  that 
the  operating  expenses  of  the  Canadian  National  include  pen- 
i/      sions  and  relief,  v\/hich  item  is  excluded  from  the  Canadian 
Pacific  operating  results.     This  difference  in  accounting 
would  affect  the  comparison  to  the  extent  of  one  point  of  the 
operating  ratio,  v;hich  would  almost  wholly  account  for  the 
remaining  difference. 

The  final  sub^iect  touched  on  by  the  Commission  v/as 
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the  matter  of  political  int crfc ronco  in  the  detail  opcra^tions 
of  the  railv\/ay.     It  v;as  stated  that  v;hile  matters  of  public 
policy  had  dictated  the  grand  divisions  of  the  system  and 
to  some  extent  affected  capital  ezponditures,   the.  detail 
operations  of  the  railv.'ay  v/ere  singularly  free  from  politi- 
cal interference.    The  matter  is  one  which  has  added  to  the 
task  of  the  management,  in  that  the  management  has  been 
required  to  make  investigations  and  reports  on  numerous 
occasions  and  to  frequently  justify  managerial  decisions, 
but  that  the  actual  operations  of  the  re.ilvjay  vjere  little 
affected. 
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Yie stern  Tour, 

En  Rotate  Ottawa  to  Vancouver, 
Monday,  December  7,  1931. 

PRIVATE  CONFEREDJCE 

Mr.  A.  E.  vYarren,  General  Manager  v/estern  Lines, 
joined  the  party  at  Winnipeg  this  morning,  accompanied  by 
Mr.  H.  Ao  Dizon,   Chief  Engineer  Western  Lines.     During  the 
afternoon  the  Commission  discussed  with  them  the  information 
respecting  branch  line  construction  appearing  in  the  state- 
ment of  receipts  and  expenditures  provided  by  the  Canadian 
National  Management  for  the  information  of  the  Commission. 

With  respect  to  certain  items  of  the  1924-27  pro- 
gramme, Mr.  Justice  Luff  asked  whether  the  provision  of 
branch  lines  had  proved  an  economic  investment.    Mr.  V/arren 
replied  that  it  all  depended  on  the  volume  of  business; 
that  had  business  stood  up,  there  v/ould  have  been  no  doubt 
as  to  the  economic  results.    He  pointed  out  that  in  1928 
the        ¥;estern  lines,  extending  from  the  head  of  the  Lakes 
to  the  Pacific  Coast,  did  a  business  of  one  hundred  and  two 
millions  gross;  that  the  business  dropped  this  year  to  about 
fifty-seven  millions  gross. 

Referring  to  Peebles-South  line   (Saskatchev/an) ,  Mr. 
Warren  stated  that,  owing  to  crop  failure,  they  were  only 
operating  nov/  when  the  loadings  offered  justified  a  train. 
Y/ith  respect  to  the  Eyre-Acadia  Valley  line,   (Alberta),  a 
study  is  now  being  made  by  the  railway  management  to  see 
whether  the  project  could  not  be  abandoned.     The  Loverna- 
Y/esterly  (  Alberta),  had  been  built  largely  at  the  req_uest 
of  the  provincial  government;  it  did  not  pay,  owing  to  crop 
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failure,  and  part  of  it  has  not  been  "ballasted. 

Mr.  Warren  agreed  to  secure  for  Mr.  Beaudry 
Leman  a  statement  of  the  mileage  built  north  of  the  old 
Canadian  Northern  line  by  the  Canadian  Pacific  Railway  dur- 
ing the  last  six  or  seven  years.      He  stated  offhand  that 
north  of  the  Canadian  Northern,  now  the  Canadian  National, 
the  Canadian  Pacific  had  built  1,041  miles,  and  the  two 
roads  had  joint  running  rights  over  235  miles,  1,276  all 
told.      From  1924  to  date,  the  Canadian  National  had  built 
852,6  miles,  and  had  joint  running  rights  over  76  miles. 

Sir  Joseph  Flavelle  asked  whether  this  penetration 
by  the  Canadian  Pacific  Railway  had  been  a  matter  of  agree- 
ment between  the  two  companies,  or  whether  it  represented 
independent  action  on  the  part  of  the  Canadian  Pacific .  Had 
the  Canadian  National  objected  before  the  railway  committee. 

Mr,  Warren  replied  that,  generally  speaking,  they 
would  object  to  everything  of  that  nature  before  the  Railway 
committee . 

Sir  Joseph  Flavelle  asked  why  this  penetration  was 
considered  necessary,      Mr.  Warren  replied  that  the  only  an- 
swer no  doubt  was  that  the  Canadian  Pacific  was  reaching  out 
for  more  traffic.      Possibly  they  might  also  have  had  some 
lands  of  their  own  in  the  coveted  territory,      Mr.  Dixon 
added  that  most  of  the  lines  referred  to  would  be  at  least 
twenty  miles  or  farther  apart. 

Mr.  Beaudry  Leman  asked  if  they  would  consider  them 
as  competitive  in  that  case,      Mr,  Warren  stated  that  there 
was  this  to  be  said,  that  the  new  lines  would  develop  new 
territory  and  make  it  easier  for  the  settlers  to  ship  their 
crops.      Mr,  Leman  asked  whether  Mr.  Warren  could  say  what 
proportion  of  these  competing  lines  could  be  regarded  as 
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serving  the  same  territory,  and  what  proportion  would  not 
he  strictly  competitive.       Mr.  Warren  was  not  prepared  to 
say  what  of  this  construction  might  be  considered  as  un~ 
warranted.      There  might  he  particular  advantages  to  the 
country  with  respect  to  some  of  these  lines.      He  assitred 
the  Commission  that  the  penetration,  so  far  as  the  Canadian 
National  is  concerned,  was  effected  with  "soft  shoes."  There 
had  been  no  trampling  on  its  competitors  with  steel  shoes. 

Lord  Ashfield  asked  how  much  of  this  mileage  would 
have  been  constructed,   supposing  there  had  been  a  unified 
system  of  railways  in  that  particular  territory  during  these 
years o      Mr,  Warren  replied  that  a  great  deal  of  the  exten- 
sions by  the  Canadian  Pacific  was  in  territory  so  far  re- 
moved from  Canadian  National's  sphere  of  operation  that  he 
was  not  in  a  position  to  answer.      He  stated  that  one  Cana- 
dian Pacific  extension  (Lloydminster )  had  taken  7,000,000 
bushels  of  grain  oer  annum  from  the  Canadian  National  lines* 

Lord  Ashfield  asked  whether,  in  the  event  of  a  truce 
or  standstill  agreement  with  the  Canadian  Pacific,  Mr.  Warren 
would  consider  the  construction  of  any  particular  branch  line 
programme  within  the  next  ten  years.      Mr.  Warren  replied  that 
that  would  depend  upon  the  influx  of  settlers.       If  from 
100,000  to  200,000  immigrants  came  into  the  western  country 
each  year  and  went  on  to  the  land,  railway  lines  would  have 
to  be  provided  for  them.       In  that  case,  Lord  Ashfield  re- 
plied that  somebody  would  have  to  pay,  and  he  asked  who 
would  pay. 

Mr.  Dixon  stated  that  it  was  estimated  that  in  the 
three  provinces      Manitoba,  Saskatchewan  and  Alberta,  there 
were  215,000,000  acres  of  arable  land;   90,000,000  of  that 
was  farms,  and  37,000,000  under  cultivation,  leaving 
120,000,000  acres  still  available  for  settlement. 
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Sir  Joseph  Flavelle  asked  Mr.  Warren  what  reneclias 
he  might  be  prepared  to  suggest  in  the  light  of  his  exper- 
ience for  the  purpose  of  getting  out  of  the  present  mess, 
Mr,  Warren  replied  that  in  1928  the  railways  felt  they  v'ere, 
if  not  over  the  top,  at  least  riding  towards  it.  Sir 
Joseph  stated  that  he  supposed  the  railways  fell  into  the 
same  error  that  other  people  did,  and  spent  mere  than  they 
should  have,  because  they  hoped  it  would  be  justified.  He 
asked  whether  that  was  the  reason  they  had  accelerated  their 
three-year  branch  line  prograram.e  arrangement  by  bringing  one 
in  i:^  1929^  the  year  before  the  1927  three -year  programme  had 
been  completea. 

Mr.  Dixon  stated  that  the  acceleration  had  been  due 
to  the  demand  of  outlying  centres  to  build  branch  lines,  and 
that  (iemand  was  in  turn  due  to  the  immensity  wf  the  1918 
crcp« 

Sir  Joseph  Plavelle  asked  how  far  there  might  have 
been  political  pressure.      Mr.  Warren  replied  that,  so  far 
as  they  were  ooncernod  in  western  Canada,  they  could  not 
ansv/er.       They  dealt  only  with  their  executive;  beyond  that 
they  had  no  knowledge. 

Sir  Joseph  Flavelle  asked  what  would  be  the  oir- 
cumistanccs  which  would  compel  the  railway  to  Irring  in  their 
1929  programirio  before   uhe  expiry  of  the  agreed  three-year 
period,  and  after  the  tim.e  every  one  knew  that  things  were 
going  wrong.       To  that  question  Mr.  Warren  made  no  reioly, 

Mr.  V/ebster  asked  whether  the  use  of  motor  trucks 
for  hauling  grain  to  the  railways  would  make  a  difference 
in  the  building  programme  of  the  railwayo      Was  any  of  that 
being  done  now.       Mrc  Warren  replied  that  a  great  deal  of 
it  was  being  done  in  western  Canada,      Trucks  hauling  the 


crop  from  United  States  points  would  work  north  in  fleets, 
contrcat    the  v/ork  from  the  farmer,  and  undertake  this  work. 
However,  it  could  only  be  done  up  to  certain  distances.  Other- 
wise the  farmer  was  not  going  to  get  anything  for  his  grain. 

Mr,  Dixon  instanced  that  in  the  dry  belt  of  Alberta 
the  charge  was  half  a  cent  per  bushel  per  mile  for  hauling 
wheat,  or  ten  cents  a  bushel  on  a  twenty-mile  haul,  Dr, 
Murray  remarked  that  the  charge  was  almost  as  much  as  the 
cost  to  ship  to  the  head  of  the  lakes  by  rail.      Mr,  Dixon 
added  that  in  some  localities  the  chaj?ge  was  three-quarter 
cent  per  bushel  per  mile. 

Sir  Joseph  Flavelle  asked  whether  grain  was  atill 
being  hauled  by  wagon.      Mr,  Warren  replied  that  in  many 
cases  the  west  was  now  enjoying  hard  surfaced  roads i  Seventy 
million  dollars  had  been  spent  during  the  last  five  years  '07 
the  three  prairie  provinces  on  road  construction  and  main- 
tenance . 

Sir  Joseph  Flavelle  asked  how  this  had  been  finan- 
ced. Mr,  Warren  replied  that  some  of  it  had  not  been  com- 
pletely financed  yet. 

Sir  Joseph  Flavelle  asked  whether  cognizance  was 
being  taken  of  the  motor  truck  in  the  study  the  railway  was 
making.      Mr.  V/arren  replied  that  the  trucks  were  not  com- 
peting with  the  railway,  but  were  only  bringing  the  grain  to 
the  railway. 

Sir  Joseph  Flavelle  asked  whether  that  would  be  a 
factor  affecting  further  construction  of  branch  lines.  Mr, 
Warren  replied  that  no  one  could  get  him  to  recommend  a  single 
branch  line  at  the  present  time.      The  railway  would  have  to 
wait  until  they  could  see  the  sun  again. 

Mr.  Loree  asked  whether  Mr.  Warren  looked  upon  the 
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trucks  as  a  permanent  thing.      Mr,  Warren  expressed  his  he-- 
lief  that  the  trucks  would  be  permanent  until  there  would  he 
some  system  of  government  regulation  that  would  deal  with  them 
on  a  basis  that  would  be  equitable.      He  mentioned  that  all 
the  provincial  governments  of  the  west  are  to  hold  a  general 
meeting  some  time  during  the  next  few  weeks  in  order  that 
the  railways  may  put  before  them  their  case  in  regard  to  buses 
and  trucks,  after  which  they  will  endeavour  to  provide  re- 
gulations to  apply  to  the  western  provinces.      As  to  meeting 
competition,  they  could  only  cut  down  their  passenger  ser- 
vice, and  this  they  were  doing.      The  railways  were  always 
looked  to  to  handle  business  when  other  sources  failed,  as 
was  often  the  case  during  the  winter  season.      Buses  and 
trucks  should,  in  his  opinion,  be  placed  on  the  same  basis 
as  the  railways,  and  pay  their  proportion  of  what  might  be 
called  the  right  of  way.      Mr.  Loree  asked  if  any  bus  lines 
were  paying  dividends.      Mr,  Warren  answered  that  they  ran 
until  they  went  broke,  and  then  somebody  else  took  over  the 
equipment  and  the  competition  bobbed  up  again.      Mr,  Loree 
steter".  that  the  same  thing  happened  in  the  United  States, 
but  expressed  the  view  that  he  did  not  think  the  trucks  were 
going  to  be  in  evidence  for  many  years  longer, 

Mr,  Justice  Duff  asked  Mr.  Warren  to  ascertain  how 
much  traffic  the  railway  was  getting  as  a  result  of  the 
$2,500,000  spent  on  the  Kamloops-Kelowna-Lumby  branch,  and 
lAr.  Warren  agreed  to  get  out  a  statement.      Sir  Joseph  Fla- 
velle  asked  whether  similar  information  could  not  be  brought 
down  with  regard  to  all  branch  lines  which  had  been  com- 
pleted and  placed  in  operation.      Ho  asked  what  the  general 
result  was  from  the  earning  standpoint. 
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Mr,  Warren  -  Red  ink  undoubtedly. 

Sir  Joseph  Flavelle  asked  whether  they  brought  a 
considerable  volume  of  business  to  the  main  line.      I/Ir,  Wan  en 
replied  that  they  brought  a  certain  amount,  but  it  would  have 
to  be  borne  in  mind  with  respect  to  these  branches  chat  the 
West  had  had  a  crop  of    only  225,0^0^000  bushels,  against  a 
normal  crop  of  400,000,000  bushels,  and  a  500,000,000  crop 
in  1928.      With  an  average  crop  next  year,  he  felt  that  the 
result  would  be  sati sfsctory .      Sir  Joseph  Flavelle  asked 
whether  western  lines  in  red  ink  in  noi'-mal  years  would  get 
out  red  in  that  case.      Mr.  Warren  stated  that.,  under  con- 
ditions prevailing  in  1928,   the  branch  lines  construe ':ion 
would  be  warranted.      Sir  Joseph  asked  in  what  part  of  the 
v;estern  lines  the  shrinkage  of  $50,000,000  had  occurred^ 
Mr,  Warren  replied  that  north  of  the  Saskatchewan  river  thf^ 
results  had  not  been  bad,  but  everything  s^uth  of  the  river 
could  only  be  described  as  from  fair  to  bad.      Then  agdin^ 
the  lumber  industry  in  British  Columbia  also  had  not  been  in 
good  shape , 

Sir  Joseph  asked  what  percentag-^!  of  the  business  west 
of  Winnipeg  would  be  grain.      Mr.  Warren  replied  that  45  per 
cent  would  be,  and  the  rest  woi;ld  be  general  merchandise, 
coal  and  lumber.      The  movement  of  coal  was  decrea^-ing  on 
account  of  general  financial  conditions. 

Itt?,  Leman  asked  whether  the  tv/o  logging  roads  In 
British  Columbia,  Cov^ichan  Bay  and  Vancouver  Island  line, 
would  have  been  built  under  present  conditions.      I/b'.  Warren 
stated  that  personally  he  would  nave  left  that  construction 
alone.      However,  he  did  not  know  how  much  pressure  had  been 
brought  to  bear,      Mr.  Lem.am  asked  what  pressure,.  Mr. 
Warren  replied  thc^t  there  wa:;  always  pressure  when  you  had  to 
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dicker  with  provincial  governraents.      Sir  Joseph  Fiavelle  ■ 
asked  whether  the  question  of  interest  on  construction  and 
fixed  charges  entered  into  branch  lines  recommendations, 
Mr,  Warren  -  absolutely. 

In  response  to  further  questions,  he  went  on  to  . 

state  that  the  operating  officials  were  responsiole  only  for 
operating  efficiency,  and  were  not  concerned  with  financial 
results.      He  added  that  a  fourteen  per  cent  earning  on  the 
capital  structure  was  necessary  for  proper  results. 

Mr,  Warren  remarked  that  many  of  the  difficulties 
of  the  Canadian  National  had  "been  inherited,  and  were  the 
result  of  arrangements  made  before  the  Canadian  National 
organization  was  established.       Sir  Joseph  Fiavelle  asked 
him  whether  they  had  built  branch  lines  after  they  had  been 
recommended  against  by  the  management . 

Mr.  Warren  -  No, 

Sir  Joseph  Fiavelle  -  When  you  spoke  of  pressure 
a  little  while  ago,  you  spoke  of  provincial  government 
pressure? 

Mr.  Warren  replied  that  he  had  more  particularly  in 
mind  petitions  from  farmers'  organizations  and  public  bodies. 

Lord  Ashfield  asked  whether  Mr.  Warren  considered 
rates  too  low.      Mr.  Warren  replied  that  he  would  like  to 
think  the  question  over;  he  did  not  wish  to  give  any  snap 
judgment.      Lord  Ashfield  replied  that  of  course  rates  could 
only  be  such  as  the  traffic  would  bear.       Mr.  Warren  stated 
that,  compared  with  the  rates  across  the  line  to  the  south, 
the  Canadian  railv.^ys  were  certainly  entitled  to  some  increase, 
but  he  questionsd  whether  the  country  would  stand  for  it. 

Mr.  Justice  Duff  asked  whether  the  Canadian  Nation- 
al would  build  to  Prince  Rupert  if  they  had  it  to  do  over  agair 
Mr.  Warren  stated  that  personally  he  would  not  put  any  money 
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into  such  a  project. 

Lord  Ashfield  asked  as  to  the  possible  closing  out  of 
certain  branch  lines,      Mr,  Warren  replied  that  some  could  be 
closed,  but  it  did  not  necessarily  mean  that  they  would  be. 
Such  matters  were  dealt  with  by  the  Board  of  Railway  Commiss- 
ioners . 

Lord  Ashfield  asked  Mr.  Warren  for  suggestions  as  to 
how  economies  might  be  effected  in  the  operation  of  the  rail- 
ways in  western  Canada.      He  asked  Mr,  Warren  to  consider  the 
matter  as  though  he  had  full  control  of  all  the  railways  in 
that  area,  and  at  the  same  time  recognizing  his  responsibility 
to  the  public.    Any  aid  that  Mr,  Warren  could  give  them  in 
that  respect  would  be  very  helpful  to  the  Commission,  Mr. 
Warren  said  that  he  would  think  over  what  services  might  be 
eliminated,  and  what  might  be  coordinated,  and  give  the  Com- 
mission the  benefit  of  his  views  later. 
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\fi/e stern  Tour, 
En  Route,  Ottawa  to  Vancouver, 
Tuesday,  Dscember  8,lS31o 

PRIVATE  CONFIi^RENGE 

This  afternoon  the  Commission  asked  Mr S»  W, 
Fairweather,  Director  of  the  Bureau  of  Economics,  Canadian 
National  Railways,  who  is  accompanying  the  Commission  as 
Sir  Henry  Thornton's  personal  representative,  to  give  the 
Commissioners  the  benefit  of  the  study  he  had  made  of 
the  possible  economies  which  might  be  expected  to  result 
from  a  consolidation  of  the  Canadian  Pacific  and  Canadian 
National  Railway  systems^.      Mr.  Fairv/eather  statec.  that 
he  had  prepared  a  somewhat  extensive  report  in  the  matter 
for  Sir  Henry  Thornton  as  late  as  November  27th  last. 

Mr,  Fairweather  stated  that  the  economies  which 

* 

could  be  foreseen  as  a  result  of  consolidation  were  un- 
doubtedly large,  but  could  only  be  effected  by  the  resol- 
ute facing  of  a  situation  which  required  sacrifices  both 
individually  and  collectively  as.  if  it  is  to  reach  large 
proportions,  it  would  involve  drastic  abandonments  of 
line,  reduction  in  quantity  and  quality  of  service, 
particularly  passenger  service,  and  a  considerable  dis- 
turbance of  the  railway  labour  and  material  market. 
Canada  would  also  have  to  be  prepared  to  accept  the  risk 
attendant  upon  monopoly,  the  possibility  of  inadequate 
service,  of  inefficiency,  of  carelessness,  and  of 
political  difficulties  arising  from  the  creation  of  a 

large  group  with  a  comir).on  interests 

Mr.  Fairweather  divided  the  possible  economies  under 
eleven  headings,  using  as  a  basis  the  reported  account? 
and  statistics  of  the  Canadian  National  and  Canadian 
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Pacific  Railways,  supported  "by  special  information  wh.ci3 
necessary.      On  the  low  volume  of  1931  traffic  the  anti- 
cipated economy  from  consolidation  at  present  level  of 
prices  and  wages  was  estimated  at  $49,000,000  per  year,  to 
be  realized  only  after  a  period  of  adjustm-ent  tentatively 
set  at  five  years. 

On  the  basis  of  normal  traffic,   substantially  30 
per  cent  above  the  traffic  of  1931,  the  anticipated 
economy  from  the  consolidation  was  estimated  at  fifty- 
five  million    dollars  per  year.       In  addition  to  this 
improved  financial  results  arising  from  readjustment  of 
traffic  and  of  operating  conditions , there  would  Le  a 
constructive  betterment  arising  from  the  release  of 
materials  and  equipment  which  would  greatly  reduce  capi- 
tal requirements  for  a  period  of  years.      The  capital 
value  of  this  released  material,  allowing  for  salvage 
costs,  would  be  ^^p48,000,000,  interest  upon  which  at  5 
per  cent  amounts  to  v1'lj»500,000  per  year.        This  estimat- 
ed saving  was  divided  among  the  following  services  in  the 
proportions  indicated. 


General  Overhead  Expenses 
Readjustment  of  tariffs 

and  traffic 
Traffic  solicitation  and 

advertising 
Operating  economies, 

freight  &  passenger 
Purchases  and  stores 
Accountancy  8c  statistics 
Hotels 
Express 
Telegraphs 
Other  subsidiaries 

Total 

Economic  value  of  released 

material  1,500,000  1> 500,000 

Grand  total  $50,340,000  $56,440,000 


basis 
1951  Traffic 

$  1,020,000 

5,870,000 

5,800,000 

25,850.000 
2,500,000 
500,000 
4,500,000 
500,000 
600,000 
700^000 
$48,840,000 


Normal  Traffic 
basis 


I  1,020,000 

7,050,000 

6,^800,000 

30,470,000 
2,  500 '..000 
500^000 
4,500,000 
600,000 
700,000 
800,000 
$54,940,000 
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Mr.  Fairweather  proceeded  to  examine  these  estima-t-^d 
economies  in  order,  subdividing  general  overhead  expenses 
into  directors'  fees  and  expenses,  general  officers'  pay 
and  expenses,   clerks  and  attendants,  office  rent,  and 
office  supply.      He  stated  the  main  directorate  of  the 
Canadian  National  Railways  consisted  of  17  men  drawing 
approximately  $44^000  a  year  in  fees  and  expenses.  The 
Canadian  Pacific  m.ain  directorate  consists  of  17  men,  but 
the  extent  of  their  fees  and  expenses  uas  not  available. 
There  were  in  addition  in  both  organizations,  directors 
of  subsidiary  companies, the  fees  and  expenses  of  which  in 
the  case  of  Canadian  National  did  not  amount  to  more  than 
$4,000  per  annum,      Mr,  Fairweather  estimated  that  a  con- 
solidated directorate  would  effect  a  saving  of  approximate- 
ly $50,000  per  year. 

Under  general  officers  pay  and  expenses  Mr.  Fair- 
weather  grouped  the  President,  Vice-Presidents,  Secretary, 
Registrar,  Treasurer  and  the  system  technical  advisory 
staff.      Altogether  there  appear  to  be  32  positions  in  which 
there  is  a  duplication  of  functions,  and  were  it  not  for 
the  fact  that  the  consolidation  would  create  a  system  of 
such  magnitude  as  to  be  almost  unwieldy,  one-half  of  these 
duplicating  positions  might  be  abandoned.        The  estimated 
saving  in  salary  and  expense  would,  in  that  event,  approx- 
imate $600,000 .      However,  so  unwieldy  would  be  the  con- 
solidated system  that  in  all  probability  it  would  be 
necessary  to  retain  some  of  the  apparently  duplicating 
positions,  or  alternatively  to  raise  the  standard  of  the 
positions  and  supplement  it  with  subordinate  technical 
staffs.      It  might  be  desirable  to  departmenta3.ize  the 
general  executive  control  instead  of  centralize  it  under 
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a  single  President,      A  natural  subdivision  would  be  legal 
and  finance  on  the  one  hand  and  operation  and  traffic  on 
the  other,  or  again  on  operation,  a  subdivision  of  the 
general  operating  authority  might  be  made  into  matters  of 
current  operation  on  the  one  hand,  and  budgeting  and  plann- 
ing on  the  other.      Having  regard  to  these  considerations 
it  was  not  anticipated  that  the  net  economies  would  exceed 
60  per  cent  of  those  indicated  by  apparent  duplication. 
This  would  amount  to  Sff>350,000  per  year. 

Under  clerks  and  attendants  were  grouped  subordinate 
technical  assistants,  heads  of  system  sub -departments  and 
clerks.      The  combined  expense  of  the  two  railways  under 
that  head  now  amounts  to  about  $5,500,000  per  year.  Having 
regard  to  the  expectation  of  a  lessened  total  operating 
expense,  amounting  to  possibly  $30,000,000  per  year  with 
consequent  reduction  in  supervi sion, it  was  anticipated  that 
economies  under  this  heading  would  amount  to  approximately 
$500,000. 

Office  rent  and  office  supply  for  headquarter  staff 
were  regarded  as  minor  items.      The  saving  on  the  first  was 
estimated  at  |20,000  per  year  on  the  basis  of  $1  per  square 
foot.      Office  supply,  it  was  thought,  might  be  cut  from 
|255,000  per  year  to  ;|155,000, 

Under  readjustment  of  tariffs  and  traffic,  Mr. 
Pairweather  discussed  the  effect  of  consolidation  upon 
traffic  in  so  far  as  such  readjustment  would  affect  the 
revenue  accounts.      Mr.  Pairweather  referred  to  a  number 
of  exhibits  dealing  with  re-routing  of  foreign  interchange 
traffic  to  lengthen  system  haul.       These  readjustments  it 
was  estimated  would  increase  the  freight  revenn.es  by 
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|6,570,000o       This  increased  gross  revenue  would,  of  course, 
carry  increased  operating  expenses o       These  on  a  direct 
out-of-pocket  basis  were  estimated  to  amount  to  $3,250,000 
for  both  freight  and  passengers,  leaving  an  increase  in  the 
system  net  of  |o, 320, 000. 

Allied  to  the  re-routing  of  foreign  interchange  traff- 
ic was  the  question  of  readjustment  of  interline  division. 
The  volume  of  traffic  interchanged  by  the  Canadian  Pacific 
and  Canadian  National  railways  v/ith  United  States  roads, 
other  than  their  ov/n  subsidiaries  amount  to  approxim.ately 
150,000,000,       It  was  anticipated  that,  automatically,  the 
basis  of  division  could  be  readjusted  to  yield  an  ii. crease 
of  approximately  5  per  cent,  which  would  amount  to 
|2, 500,000  per  year. 

Other  economies  considered  possible  were  the  can- 
cellation of  all  agreements  with  carload  consolidating 
companies.      Under  unified  operation  the  competitive  in- 
centive to  the  practice  of  consolidating  LoC.L.  shipments 
would  be  removed  with  an  estima':ed  beneficial  effect  upon 
net  income  of  $100,000,      The  necessary  revision  of  Cana- 
dian National  and  Canadian  Pacific  interline  rate  structure, 
a  debit  item  resulting  from,  consolidating,  would  amount  to 
about  $250,000  a  year.      Then  there  was  traffic  loss  by 
line  abandonments  or  reduced  services  to  be  considered. 
The  approximate  station  earnings  on  lines  recommended  for 
abandonment  amounted  to  $2,950,000  oer  year.      The  amount 
of  that  traffic  v/hich  would  be  totally  lost  was  estimated  at 
$250,000. 

Traffic  solicitation  and  advertising  was  next  con- 
sidered. Superintendence  of  traffic  staff  cost  the  two 
railways  appro xiiaately  |3, 500.000  per  year.       It  was  estimat- 
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ed  that  this  item  could  he  reduced  by  40  per  cent,  result- 
ing in  an  economy  of  |1, 400^000.       Traffic  soliciting  agen- 
cies cost  the  two  railway  companies  .ifS, 200,000.        A  com- 
hination  of  these  activities  presently  competing  with  one 
another  v/ould  effect  an  economy  estim-ated  at  ^3,000,000  per 
year.      What  was  said  of  agencies  was  even  more  true  of 
advertising  including  for  the  purpose  of  this  study  the  cost 
of  radio.      The  comtined  expense  of  the  two  railways  under 
that  head  amounted  to  |4, 800,000  and  anticipated  economies 
to  Hjj2,000,000  per  year.       On  traffic  associations  costing 
$250,000,  $100^000  might  be  saved;   on  industrial  and  colon*- 
ization  a'ctivities,  the  expense  of  which  amounted  to 
$800,000  per  year,  an  economy  of  |300,000  might  be  expect- 
ed. 

Under  the  general  heading  economies,  freight  and 
passengers,  about  half  of  the  estimated  saving  of  $50,000,000 
was  set  up.      The  saving  on  regional  supervision  was  estimat- 
ed at  $200,000  per  year,  supervisory  district  economies  at 
^350,000  per  year,  and  district  supervision  at  $600,000» 

The  abandonment  of  988  miles  of  main  line  was  con- 
sidered possible  to^^rethsr  with  1,035  miles  of  duplicating 
branch  lines  and  249  thin  traffic  lines,  a  total  of  2,272 
miles.       The  economy  to  be  anticipated  from  these  abandon- 
ments was  estimated  at  $3,750,000  per  year  and  consisting 
mostly  of  that  portion  of  the  maintenance  of  way  and 
structures  which  is  independent  of  use,  together  with  the 
cost  of  skeleton  train  service  on  thin  traffic  lines. 

The  re-routing  of  main  line  craffic  as  a  result  of  ^ 
consolidation  presented  some  possibility  of  e  .onom.y,  but 
generally  speaking  the  analysis  of  com.parative  operating 
)nditions  showed  that  no  considerable  out  of  line  haul  to 
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the  main  line  of  eithei-"  rail_way  could  be  justified,  "by  im- 
proved operating  conditions  on  the  a].ternative  main  line. 
The  chief  opportunities  for  economies  under  that  heading 
were  : 

Use  of  C.N.R.  as  freight  line,  MKamloops  to  Vancouver. 
Routing  of  traffic  from  northern  Alberta  and  Saskatche- 
wan to  and  from  Vancouver  via  Yellowhead  Pass,  G.N.R. 

Reduction  of  branch  line  haul  to  main  line  in  western 
Canada. 

Reclassification  of  main  line. 

The  total  anticipated  economy  under  these  several 
heads  amounts  to  ^1,500,000* 

Increase  in  car  loading  by  5  per  cent  was  felt  to 
be  possible  and  in  that  way  it  was  estimated  that  on  the 
basis  of  1931  business  an  economy  of  $4,000,000  a  year  might 
be  effected.      The  loading  of  locom.otives  closer  to  their 
potential  capacity  would  permit  of  increased  train  loading 
and  if  an  improvement  of  5  per  cent  could  be  achieved  a 
reduction  in  operating  expenses  on  the  basis  of  1931  traf- 
fic might  be  expected,  amounting  to  |2, 200, 000, 

There  was  an  opportunity  for  economy  in  the  opera- 
tion of  large  freight  terminals.      These  exist  at  St. John, 
K.B.,  Quebec,  Montreal,  Ottawa,  Toronto,  Hamilton,  London, 
Windsor,  Port  Arthur,  Fort  William,  V'l/innipeg,  Regina, 
Saskatoon,  Edjnonton,  Calgary  and  Vancouver.    The  total  yearly 
cost  of  operation  of  these  freight  terminals  by  the  tv/o  rail- 
ways approximates  $30,000,000,       It  was  anticipated  that 
about  |2, 000, 000  per  year  could  be  saved  without  addition- 
al capital  expenditure.       -^t  was  pointed  out  that  the 
modernizing  of  freight  ternijvals  would  be  a  very  rem.unera- 
tive  field  for  added  capital,  ten  or  fifteen  million 
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dollars  expended  for  terminal  facilities  for  the  consolida- 
ted system  would  yield  a  return  of  at  least  20  per  cent  per 
annum. 

The  Canadian  National  and  the  Canadian  Pacific  Railways 
have  each  a  number  of  locomotive  and  car  shops,  the  Canadian 
National  twelve  shops  employing  normally  12,296  men  and  the 
Canadian  Pacific  nine  shops  employing  normally  10,551  men. 
Canadian  shops  could  be  concentrated  at  Montreal,  Winnipeg 
and  Calgary,  with  an  increase  of  efficiency.      This  would 

involve  the  closing  of  shops  at  other  points  with  conse- 
quent reduction  in  overhead  expenses  and  a  reduction  of 
repair  costs  by  full  application  of  mass  production,  with 
an  attendant  economy  of  $4,000,000  per  year. 

Under  consolidated  operation  drastic  cuts  could  be 
m.ade  in  inter-citj'  and  transccntintental  passenger  service. 
The  travelling  public  would  suffer  some  inconvenience  but 
it  was  anticipated  that  3,600,000  passenger  train  miles 
could  be  eliminated  v/ithout  reducing  to  any  considerable 
degree  the  effectiveness  of  the  railway  service.  This 
reduction  in  train  mileage  would  represent  an  economy  of 
|4, 500,000  per  year.        This  amount  would  have  to  be  dis- 
counted somev;hat  in  view  of  the  drastic  cuts  already  m.ade 
in  C.N.R.  train  service.        Further  possibilities  might 
exist  in  the  substitution  of  unit  cars  for  steairi  trains, 
but  that  could  not  be  accomplished  without  considerable 
capital  expenditure. 

There  are  249  points  in  CanacSa  common  to  both  the 
Canadian  Pacific  and  Canadian  National  railways,-  of  those 
points  29  are  joint  stations.       The  balance  represent 
opportunities  for  unification  and  consolidation.        Of  this 


number  the  larger  points  are,  Montreal,  Smiths  Palls, 
North  Bay,  Hamilton,  London,  Winnipeg,  Port  William,  Port 
Arthur,  Saskatoon,  Edmonton,  Calgary,  Vancouver,  Victoria, 
B.C,      Considerable  economy  could  be  effected  at  both 
points  by  joint  operation,  but  in  the  majority  of  cases 
that  would  lead  to  large  capital  expenditures,  and  each 
case  would  require  careful  study.      It  should  be  possible 
however  to  consolidate  without  very    large  expenditures  at 
Hamilton,  London,  Saskatoon,  Calgary  and  Edmonton,  and  the 
economies  resulting  therefrom  would  amount  to  approximately 
|200,000;  at  the  remaining  235  points  where  there  are  two 
stations,  it  would  not  be  feasible  in  many  cases  t^  make 
the  track  rearrangement  necessary  to  consolidate  all 
train  movements  into  one  station,  but  it  should  be  possible 
to  consolidate  into  one  station  all  ticketing  and  billing 
and  reduce  the  use  of  the  remaining  station  to  the  bare 
essentials  for  the  accommodation  of  traffic «      In  that 
manner  immediate  economy  of  approximately  $450,000  could 
be  effected,  which,  combined  with  the  $200,000 , would 
represent  an  annual  saving  of  $650,000* 

Luxury  services  have  been  encouraged  by  the  spirit  of 
competition.        This  had  taken  the  form  of  expensive  equip- 
ment, the  practical  neglect  of  upper  berths  in  sleepers 
and  the  provision  of  very  high  class  dining  service. 
This  latter  item  alone  cost  the  railway  $4,700,000  in 
1930,  offset  by  receipts  of  $3,000,000.      Either  rates 
should  be  obtained  commensurate  with  the  value  of  service 
rendered  or  the  service  could  be  reduced  commonsurate  with 
the  amount  paid.       In  either  case  a  net  economy  of  about 
$2,000,000  per  year  might  be  anticipated, 

A  stricter  supervision  of  loss  and  damage  claims 
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and  the  elimination  of  the  competitive  factor  in  making 
settlements  should  effect  substantial  economies,  amounting 
to  possibly  |100,000. 

Under  purchases  and  stores  an  economy  of  $2,500,000 
was  conceivable*      Materials  and  "supplies  account  for  the 
two  railways  approximates  #67,000,000  and  after  a  period  of 
adjustment  there  v/ould  seem  no  good  reason  why  this  should 
not  be  reduced  by  i(;515,000,000.      The  out  of  pocket  cost  of 

carrying  these  materials,  having  regard  to  interest,  ware- 
housing and  depreciation,  would  not  be  far  short  of  9  per 
cent  per  annum,  and  on  this  basis  an  economy  of  ^1,500,000 
was  indicated. 

The  possession  of  a  virtual  monopoly  in  railway- 
transportation  would  practically  eliminate  the  pressure 
placed  upon  the  railways  to  consider  traffic  in  placing 
orders.      The  material  purchases  of  the  two  railways  in 
1930  approximated  $140,000,000  and  it  was  anticipated  that 
an  economy  of  one  half  of  one  per  cent  would  be  possible, 
or  ii?700,000  per  year. 

The  printing  and  stationery  expenses  of  the  two 
railways  in  1930  was  ^^2,300,000.      Based  on  the  results 
obtained  by  standardization  and  budgeting  on  the  Canadian 
National  it  was  anticipated  that  an  economy  of  |300,000  per 
year  could  be  effected  as  a  result  of  consolidation.  Sub- 
stantial economies  might  be  effected  in  accounting  and 
statistical  work.        In  addition,  if  occasion  were  taken  to 
simplify  the  financial  structure  of  the  Canadian  National 
and  to  centralize  the  accounting  organization  further, 
large  economies  would  be  possible,  the  whole  estimated  at 
|500,000. 

The  Canadian  National  and  Canadian  Pacific  railways 
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own  20  hotels  and  12  summer  resorts.       In  addition  they  are 
financially  interested  in  a  number  of  other  hotels  and  re- 
sort enterprises.        In  the  former  case  the  hotels  and  re- 
sorts are  operated  as  departments  of  the  railways.       In  the 
latter  case  they  are  separately  operated.       The  investment 
in  hotels  and  resorts  approximates  $95,000,000,  and  the 
investments  in  affiliated  properties  approximates  $8,000,000. 
It  could  not  be  said  that  these  hotel  ventures  had  been  pro- 
fitable in  themselves  however  necessary  they  may  have 
appeared  from  the  point  of  view  of  larger  policy.  In 
dealing  with  this  situation  under  consolidated  conditions 
it  was  quite  possible  that  the  most  desirable  procedure 
would  be  to  dispose  of  the  hotel  properties  to  a  private 
syndicate  at  the  best  price  they  would  fetch.      Under  con- 
solidated   conditions  the  chief  competitive  incentive  for 
operation  of  hotels  by  the  railways  would  be  gone.  In 
negotiating  a  sale  to  a  syndicate  the  capital  investment 
would  necessarily  have  to  be  scaled  dov^n  somewhat  to  ensure 
profitable  operation  and  a  considerable  degree  of  the  rail- 
ways equity  would  have  to  be  in  the  form  of  common  stock i 
A  tentative  financial  set  Up  was  given  by  Mr.  Fairweather 
as  follows ; 

Security  Total  a"r:ount      Rly  Portion 

1st  Mortgage  bonds  ^  45,000,000    $  45,000,000 

2nd  Mortgage  bonds  25,000,000  12,500,000 

Preferred  stock  15,000,000  5,000,000 

Common  stock,  500,000  shares  No  par  valua      '  200,000 
Mr,  Pairv/eather  felt  that  the  liquidation  of  the 
bonds  should  not  present  serious  difficulty  once  the  present 
depression  is  ended  and  might  be  expected  to  yield  at 
least  ^550,000,000  in  cash,  which  might  be  further  enlarged 
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"by  sale  of  the  preferred  and  coiomon  stock  lat«r.  At  best, 
capital  invested  in  hotels  does  not  yield  more  than  one  per 

cent;  on  the  other  hand  invested  in  remunerative  improve- 
ments to  the  railway  system  it  should  earn  at  least  9  per 
cent.        The  difference  represented  a  net  economy  of 
14,600,000  per  year. 

Each  railway  company  operates  an  express  service  on 
its  Canadian  lines.      Economies  as  a  result  of  operation 
would  largely  consist  of  curtailment  of  supervision  and 
general  overhead,  consolidation  of  outside  agencies  or 
offices  in  the  larger  centres,  and  of  station  services  in 
the  smaller  centreso      Estimated  economy,  $500,000  per  year. 

The  commercial  telegraph  operation  of  the  two 

systems  is  somewhat  similar  to  the  express*  Consolida- 
tion economies  amounting  to  $600,000  per  year  might  he 
anticipated. 

Both  railway  companies  carry  on  miscellaneous  opera- 
tions such  as  warehouses,  terminal  trucking  companies,  coal 
mines,  coastal  steamships,  etc.        It  was  suggested  that 
there  was  a  field  there  for  considerable  economy,  estimated 
at  $200,000  per  year  by  the  operations  of  the  Rail  and  River 
Coal  Company  to  provide  for  the  requirements  of  both  railways 
and  of  $500,000  per  year  on  lake  and  coastal  steamship 
account . 

The  abandonments  of  line,  the  curtailing  of  train 
service,  the  improvement  of  train  peiformance  and  the  con- 
solidation of  shop  operation  would  release  large  quanti- 
ties of  track  and  bridge  material  and  would  result  in  a 
considerable  s'urplus  of  freight  and  passenger  cars,  loco- 
motives and  shop  machinery.       It  is  not  anticipated  that 
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surplus  stocks  could  be  disposed  of  for  cash,  but  this 
surplus  of  material  would  have  a  value  equivalent  to  a 
large  sura  of  money  annually  because  it  could  be  used  to 
defer  investment  of  new  funds  in  capital  expenditure.  A 
classified  estimate  of  the  released  material  indicated  a 
total  value,  less  salvage,  of  $48,000,000.      Even  allowing 
for  warehousing  expense  ard  depreciation  until  put  to  active 
use,  this  capital  should  have  a  net  value  of  |l, 500,000 
per  year. 

Mr,  Pairweather  stated  that  the  actual  working  out  of 
a  programme  of  consolidation  would  require  the  employment 
of  the  technical  staffs  of  both  railways  for  a  number  of 
years  before  the  opportunities  would  be  e:dn.austed.  The 
conclusions  arrived  at  were  largely  drawn  from  the  exper- 
ience gained  in  the  consolidation  of  the  properties  of 
the  Canadian  National  system,   and  in  this  connection  it 
was  mentioned  that  the  Canadian  National  problem  was  dealt 
with  under  the  stimulus  of  competitive  conditions.  Whether 
with  this  incentive  lacking  the  economy  referred  to  could  be 
effected  was  to  a  certain  degree  questionable.  The  pro- 

gramme was  predicated  upon  a  docile  or  practically  helpless 
public  and  an  equally  docile  or  helpless  staff  of  employees. 

In  conclusion  Mr.  Fairweather  dwelt  on  the  cleansing 
benefits  of  competition  which  he  held  to  be  absolutely 
essential  to  efficient  operation.        He  honestly  felt  per- 
sonally that  with  the  principle  of  competition  lacking  a 
proper  esprit  de  corps  as  symbolized  in  Canadian  National 
Railway  and  Canadian  Pacific  Railway  management  could  not 
be  secured.        He  spoke  also  of  the  benefit  to  the  shipper 
by  the  joint  use  of  freight  terminals,  stating  that  in 
1923  v/hen  the  Canadian  National  -rrianagement  was  being  estab- 
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lished  the  Canadian  Pacific  was  app:r"oached  with,  a  view  to 
consolidating  freigiht  ter^niinals  with  joint  switching  facili- 
ties so  that  shippers  might  be  free  to  ship  their  goods  unj 
way  they  plep:.sed  inside  Canada,  hut  nothing  came  of  it. 

Asked  how  imch  might  have  been  saved  by  such  an 
arrangement,  Mr,  Fairweather  replied  that  it  v/ould  amo^ant 
to  about  ifiiS  ,000.,000  per  y^ai  <,      He  fe;lt  that  25  per  cent 
might  be  earned  on  any  capital  up  to  ;#15 ,000,000*        If  the 
shippers  throughout  Canada  were  free  to  ship  their  goods 
with  the  knowledge  that  they  were  getting  the  best  railv;ay 
service  possible,   each  rail¥^ay  retaining  the  long  haul  as 
far  as  possible,  the  increased  frseaom  of  buying  and  selling 
and  the  location  of  plants  would  be  of  decided  advantage  to 
the  country  and,   since  the  life  blood  of  ahe  country  flows 
through  the  railways  it  could  not  help  but  be  beneficial 

to  the  railways* 

Mr„  Fairweather  spoke  also  of  the  advantages  of  the 
use  of  the  blanket  way  bill  as  betvveen  the  Canadian  Pacific 
and  the  Canadian  National  rs-llvmys  by  means  of  which  CeP.R, 
train  loads  originating  in  the  Peace  River  country  could. ^ 
under  a  blanket  way  bill  arrangement,  be  diverted  towards 
Vancouver  at  Edmonton  instead  of  being  carried  down  to 
Calgary o      Under  that  arrangem-ent  also  Canadian  National 
business  in  the  Calgary  district  could  be  sent  for-ard  to 
Vancouver  via  the  Canadian  Pacific  by  way  of  Calgary  instead 
of  being  long  hauled  by  way  of  Edmonton.        Such  an  arrange- 
ment would  be  very  useful  during  periods  of  congested 
traffic  and  it  would  defer  certain  capital  expenditures 
for  at  least  twenty  years o      ^t  was  in  part  with  this  ex- 
r)ectation  in  mind  that  the  Quebec,  Montreal  and  Southern 
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had.  been  acquired  to  be  used  as  a  low  grade  alternative 
route  to  the  present  Intercolonial  line  in  that  area.  In 
that  case,  however,   there  had  been  other  considerations 
also  • 

Mr,  Loree  questioned  Mr.  Pairvueather  as  to  the 
possibility  of  an  export  rate  baaed  on  Albany,        He  stated 
that  if  the  Board  of  Railvv'ay  Corixinis  si  oners  agreed  to  that 
proposal,  which  was  doubtful,  the  same  rate  would  be  de- 
manded through  tl'e  port  of  St,  John,        In  any  event  there 
were  national  considerations  involved.  Personally,  if 

and  when  they  got  the  .oort  established  at  Albany,  it  was 
his  opinion  that  Albany  would  be  the  true  winter  port  of 
Canada  from  the  point  of  vievv  of  economics,  but  from  the 
point  of  vievv  of  nationalism,  which  was  the  curse  of  our 
present  civilization,  the  use  of  that  port  by  Canada  was 
not  feasible  6 
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"/c stern  Tour, 

En  Route,  Ot tcA'ic.-vanGouvor, 
Tuesday,  December  8,1931, 

PRIVATE  CQNFERSIvTCE 

Following  itis  presentation  of  the  oconomic  possi- 
bilities of  consolidation  of  the  Canadip.n  National  8.nd  the 
Canadian  Pacific  properties  and  services,  Mr.  Fairueather 
read  to  the  Commissioners  the  following  study  he  hc.d  made 
for  Sir  Henry  Thornton,  a,bout  November  30th  last,   of  the 
possibilities  of  cooperative  use  of  facilities  .?.s  bctvjccn 
the  tvio  companies.     At  the  conclusion  of  his  p?,per,  Mr, 
Fairweathcr  expressed  the  belief  tha,t  economies  of  at  least 
$35,000,000   (out  of  a  total  combined  expenditure  of 
$650,000,000  )  could  be  achieved,  vjhile  at  the  same  time, 
preserving  a  helpful  mee^sure  of  competition,     Mr.  Fair- 
weather's  paper  follov/s:- 

Thc  Canadian  railvjay  problem,  serious  as  it  appears, 
should  be  viewed  in  the  proper  perspecti¥e.  Despite 
the  troubles  which  presently  afflict  thum,  the  railv;a.ys 
of  Canada  continue  now,  as  in  the  past,   to  furnish  tra.ns- 
portation  as  lo¥/  in  cost  and  as  high  in  q_uality  as  any- 
where in  the  'Norld,     This  record,  "when  vievjed  in  the  per- 
spective of  low  traffic  density,  as  well  as  climatic  e-nd 
economic  handicaps,  indicates  that  there  can  be  little 
wrong  with  them,  in  an  orga.nic  sense.     Canada  is  a  country 
of  m.agnificent  distances.     Cheap  transportation  is  a 
vital  requirement,  and  Canada,  enjoys  at  the  present  time 
practically  the  cheapest  ¥/ay  of  transportation  in  the 
world.     The  fact  that  railway  rates  fail  to  adequately 
provide  for  interest  on  invested  capital  in  these 
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alDnomal  'oimos  is  a  situation  common  to  practically  all 
railvjays  on  this  continent,  and  is  not  at  all  peculiar 

to  Canadao     The  further  fact  that  the  capital  structure 
of  the  Canadian  ?Iational  I-^ailways  has  embalmed  within 
it  all  the  mistakes  oi  prior  man>-.gement s ,  v/hich,   in  the 
normal  course  of  events,   could  have  "been  sloughed  off  "by 
receiverships,  as  has  heun  done  in  other  countries, 
seriously  distorts  the  financial  results,  and  therefore 
presents  a  false  picture  of  the  operations. 

The  chief  factors  in  the  present  railway  problem  of 
Canada  are : - 

(a)  The  present  world-wide  depression. 

(b)  Too  great  an  expansion  of  raiiv/ay  construction 
in  recent  years. 

(c)  The  presence  of  subsidized  competitive  v/ater 
transport . 

(d)  The  growing  importance  of  highv/ay  transport  and 
its  tendency  tov/ards  uneconomic  competition 
with  the  railways, 

(e)  An  over  emiphasis  upon  the  quality  of  passenger 
and  hotel  services. 

(f )  An  archaic  rate  structure  complice.ted  ?\/ith 
statutory  fixed  rates. 

The  pressure  oxerted  by  the  present  long  continued 

and  world-wide  depression  he.s  served  to  bring  forcibly 

to  attention  the  weakness  of  Canadian  railways.  Their 

strength  in  continuing  to  furnish  adequate  and  extremely 

cheap  transporta.t ion  is  apt  to  be  overlooked.  This  is  a 

basic  fact  of  which  all  Canadians  should  be  proud.  It 

is,  hoYJ'ever,  true  that  railv;ay  transport  in  Canada  has 

been  made  more  expensive  than  necessary  by  a  too  rapid 

expansion  of  railway  building,  in  some  erases  directly 

com.pet  itive ,  and  by  unwise  competition  in  passenger 

traffic  hotel  services,  which  are  notoriously  unprofitable. 
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In 'the  prosont  cconomio  crisis,  it  is  doubly 
nocGsscry  that  Canada  should  keep  her  basic  transpor- 
tation costs  to  a  minimum,  and  there  is,  therefore, 
good  just ifi cation  for  examining  the  present  situation  to 
see  vjhat  can  be  accomplished.     The  capital  invested  in 
railvjay  construction  and  facilities  must  be  viewed  as 
fixed.     The  monej  has  been  spent,  and  it  cannot  be  re- 
called, and  therefore  attention  should  be  directed  to 
ensuring  the  mEiximum  of  operating  economy.     On  this 
score,  consolidation  of  the  Canadian  National  and  Cana- 
dian Pacific  Rail¥/ays  into  one  operating  unit  would,  on 
the  surface,  aiopear  to  be  the  best  way  of  accomplishing 
this,   since  at  one  stroke  all  forms  of  wasteful  com- 
petition v;ould  be  immediately  eliminated.    A  preliminary 
stuc^  has  been  made  of  the  full  effect  of  consolidation, 
and  it  appears  as  if  a  saving  of  fifty  millions  of  dollars 
per  year  might  be  accomplished.     This  is  a  large  sum, 
but  again  it  is  \yell  to  viev\;  it  in  the  perspective  of 
the  whole  problem. 

The  total  cost  of  rail  transportation  in  Canada  is 
about  five  hundred  million  dollars  per  year,  and  the  per- 
spective    saving  is,  therefore,  ten  per  cent,  but  the 
total  transportation  bill  of  Canada,  including  railway, 
road  and  v;ater  transport,   is  close  to  one  billion, 
seven  hundrdd  and  fifty  million  dollars  per  year,  and 
viewed  in  this  perspective,  the  fifty  million  dollars 
per  year  on  railway  transportation  account  is  less  than 
three  per  cent.     It  might  well  be  asked  whether  for  an 
economy  of  three  per  cent  of  Canada's  transport  bill, 
it  would  be  desirable  to  place  the  destiny  of  the  rail- 
ways in  the  hands  of  a  monopoly  v;ith  the  attendant  danger 
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of  inefficiency,   lack  of  initiati¥o,  and  "the  pulDlic  be 
damned"  attitude,  v;hich  vjould  naturally  follow,  and 
when  to  this  is  added  the  danger  of  creating  a  large 
body  of  electors  with  a  common  interest,  it  is  q.uite 
probable  that  greater  problems  vvould  be  created  than 
those  v/hich  would  be  solved. 

On  the  other  hand,  it  would  appear  as  if  the  major 
factor  which  has  produced  such  adequate  and  low  cost 
transportation  in  Canada  has  arisen  from  the  competition 
between  the  railway  systems.  Canada  is    uniq.ue  among  the 
countries  of  the  world  in  having  tv^o  interlacing  railway 
systems  serving  competitively  every  important  centre  in 
the  country,     Canada  has  enjoyed  the  full  measure  of  the 
benefits  of  competition,  and  if  on  the  passenger  and 
hotel  side  it  has  led  to  unwise  expenditure  with  empha- 
sis upon  luxurious  service,  it  is  none  the  less  true 
that  on  the  freight  traffic  side  it  ha.s  provided  a  high 
standard  of  service  at  extremely  lov;  cost. 

The  most  logical  solution  of  the  problem  would  be 
to  preserve  the  spirit  of  competition  in  the  field  where 
it  has  proved  so  effecti¥e  and  to  eliminate  it  in  the 
field  where  it  has  proved  pernicious.     Add  to  this 
general  principle  the  cooperative  use  of  facilities 
where  competition  is  not  disturbed  and  costs  can  be  re- 
duced, and  the  result  will  be  that  practically  all  of 
the  benefits  of  consolidation  will  have  been  achieved, 
without  the  risks  attendant  upon  monopoly.     These  prin- 
ciples might  be  applied  somewhat  as  follows :- 

Passenger  Service, 

Organize  a  passenger  transport  company  to  handle 

all  passenger  business  of  the  Canadian  National  and 
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Can-.dian  Pacific  Railv^ays,     This  corapany  \7ould  ov;n  all 
passenger  train  ear  eqiiiprnent  and.  station  facilities 
used  exclusively  for  passenger  business.     It  would 
determine  the  cjuality  and  quantity  of  service,  and 
v/ould  carry  on  the  necessary  advertising,  and  vx)  uld 
issue  and  sell  tickets.    Each  railway  would  "be  reim- 
"bursed  in  "bonds  for  property  turned  over  to  the  nev; 
company  and  would  be  paid  for  the  transport  of  cars  at 
a  figure  as  near  the  actual  cost  as  could  be  arrived 
at,   the  total  car  mileage  being  oqually  divided  be- 
tween each  system.     The  profit  or  loss  at  the  end  of 
the  year  would  be  divided  equally.,     This  propojal  has 
the  advantage  of  completely  eliminating  the  destructive 
competition  in  passenger  service.     The  public  would  be 
XDrotected  against  unfair  service  on  account  of  highway 
and  air  transport,  and  in  transcontinental  service  by 
competition  afforded  by  United  States  railways. 
Pacific  Coast  Steamships. 

As  an  outgrowth  of  passenger  traffic,  ec.eh  re.il¥jay 
system  ov/ns  and  operates  a  fleet  of  passenger  vessels 
on  the  Pacific  Coast.     It  is  suggested  that  these 
services  be  consolidated  into  a  holding  company  in  a 
similar  manner  to  that  provided  for  pa,ssengcr  train 
equipment,  and  that  this  holding  company  should  be  a 
subsidiary  of  the  passenger  transport  company.  A 
careful  survey  would  probably  indicate  that  a  number 
of  the  boats  should  bo  disposed  of. 
Hotel  Service. 

As  in  the  case  of  passenger  traffic,  competition 
betv/een  the  tvvo  railways  has  led  to  an  over  emphasis 
upon  quality  of  service,  'iiith  the  result  that  the 
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investments  in  hotels  arc  largely  unremunorative .  It 
is  suggested  that  a  hotel  co-mpany  be  organized  to  con- 
solidate the  hotel  activities  of  both  hotel  systems; 
that  drastic  economies  be  lout  into  effect,  and  that, 
when  a  favourable  opportunity  pr-esencs,  the  investment 
of  the  railway  in  hotels  be  liq.uidated » 
Telegraphs, 

Each  railvyay  system  owns  and  operates  a  telegraph 
system.     This  was  a  natural  outgrowth  of  the  necessity 
of  a  telegraph  for  rail¥i/a.y  operation  in  a  country  so. 
sparsely  settled  that  a  telegraph  company  as  such  could 
not  afford  to  operate.     The  commercial  acbivit..es  grew 
up  as  a  side  line,  and  from  that  point  of  view  were 
and  still  are  profitable.    While  economies  from  a  con- 
solidation vjould  not  aaiount  to  anything  substantial  in 
money,   it  is  true  that  both  telegraph  systems  are  e:^:- 
periencing  keen  competition  from  the  Bell  Telephone 
Company,  and  since  no  competitive  principle  is  sac- 
rificed,  it  is  recommended  that  the  telegraph  services 
be  consolidated,  with  a  vievi?  to  meeting  most  effect- 
ively the  competition  of  the  Bell  Telephone  Company. 
Express  Service. 

It  might  be  anticipated  that  what  has  been  said  on 
passenger  service  would  apply  to  the  express  service, 
especially  in  viev;  of  the  consolidation  of  express 
services  in  the  United  States.     The  express  service  in 
Canada  is  in  reality  a  specialized  high  speed  freight 
service,  and  in  all  probability  will  be  the  most  effec- 
tive weapon  of  the  railwa,ys  in  meeting  highv/a,y  com- 
petition.    It  would  appear  'ojiwise  to  consolidate  the 
express  services  without  a  consolidation  of  the  freight 
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services,  and  the  le.ttor    has  already  "been  disposed  of 

as  an  unwise  step. 

Freight  Service. 

Although  the  consolidation  of  freight  services 

v/ould  be  unwise,  no  opportunity  for  economy  through 

cooperation  should  be  overlooked,  and  there  are  a  number 

of  instances  v^here  cooperation  vi/ould  effect  substantial 

economies.     Some  of  these  are: 
(a)        Make  all  freight  terminals  at  the  larger 
centres  joint  facilities.    Among  those  might 
be  mentioned  are  Montreal,  Toronto,  the  Lakehead, 
'Winnipeg,  Saskatoon  and  Vancou¥er.     It  is  rot 
contemplated  that  separate  companies  be  organized, 
but  simply  that  each  terminal  be  a  joint  facility 
under  a  joint  superintendent,  and  that  the  termin- 
al equipment  a.nd  facilities  be  pooled.     In  addition 
to  permitting  a  fairly  substantial  immediate 
economy,  the  public  would  receive  a  benefit  in  that 
inter-switching  would  be  universal,  and  the  full 
service  of  either  railway  system  would  be  available, 
instead  of  as  at  present  be  limited  by  inter-sv\/it- 
ching  at  exclusive  zones,    A  further  large  economy 
would  be  possible  by  the  application  of  capital  for 
the  construction  of  really  efficient  terminals. 
Money  so  invested  Vi/ould  yield  a  return  of  at  least 
twenty-five  per  cent  per  annum. 

(b)  Make  an  arrangement  for  the  blanket  waybilling 

of  traffic  of  each  railway  over  the  other  v^/here  an 
economy  vjould  result,  each  railv/ay  to  retain  the 
gross  revenue  of  its  ovm  traffic  and  settlement  for 
service  to  be  made  through  the  medium  of  a  clearing 
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house,  dealing  in  equated  gross  ton  mlle.s,  -  balances 
to  be  worked  out  in  service  or  adjusted  in  cash.  There 
are  certain  sections  in  Canada  where  the  application 
of  this  principle  would  result  in  substantial  econo- 
inies  by  avoiding  an  out  of  line  haul  to  retain  gross 
revenue,  or  the  hauling  of  traffic  over  an  inferior 
parallel  line  for  the  same  purpose.     In  periods  of 
traffic  conr;estion J  the  syateiii  of  blanketing  the  traf- 
fic would  also  afford  considerable  relief, 

(c)  Provide  for  joint  operation  over  lines  v/here 
duplication  exists,  thereby  permitting  a  substantial 
I'eduction  in  service  on,  or  the  complete  abandonment 
of,  the  other  lines, 

(d)  Establish  an  arrangement  for  the  interchange  of 
locomotives  and  car  equipment  designed  to  minimize 
empty  car  miieae:e  and  foreign  c&r  per  diem  pa^Tinents 
and  investment  in  locomotive  eOLuipment. 

(e)  Among  other  minor  items  are: 

1,  Cooperation  in  the  lake  and  rail  business.  The 
Canadian  National  to  use  the  Canadian  Pacific 
boats  between  lov/or  lake  points  and  the  lakehead, 
and  the  Canadian  Pacific  to  use  the  Canada  At- 
lantic Transit  Company  to  united  States  points, 

2,  Abolition  of  affiliation  with  Car  Cf^nsolidating 
Companies  and  the  strict  limitation  of  the  prac- 
tice of  the  t&riff  requirements, 

3,  Cooperation  in  interchange  of  traffic  v/ith  foreign 
lines . 

4,  Some  reduction  ir.  corapetitl-/e  service  on  parallel 
branch  lines  servinc:  the  same  territor;/  snight  be 
ef f e  c ted  * 
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Mis cellaneous  . 

Other  opportunities  for  substantial  economy  would 
result  from  cooperation  in  advertising,  especially  the 
use  of  the  radio,  and  in  the  activities  of  certain  de- 
partments which  are  more  properly  governmental  thr.n 
railway  in  scope,   such  as  Natural  Resources,  Coloniza- 
tion, Agriculture  and  Immigration.     These  departments 
might  well  either  be  consolidated  or  completely  abolished 
and  their  activities  absorbed  by  government  departments. 

Properly  carried  out,  the  above  suggestions  Y/ould 
result  in  very  substantial  economies,  approximating  those 
which  might  theoretically  result  from  complete  consoli- 
dation, without  the  attendant  dangers  of  monopoly.  To 
round  out  the  situation,  however,  it  is  necessa-y  to 
deal  constructively  Vv'ith  highway  and  water  transport. 
Water  transport  on  a  subsidized  basis  has  been  very 
active  in  Canada  and  is  to  a  considerable  extent  directly 
competitive  with  railv/ays.     Vast  amounts  of  money  have 
been  expended  upon  canals,   channel  improvements,  and 
harbour  facilities,  and  those  facilities  are  in  general 
made  available  without  a  specific  charge  on  the  traffic, 
the  cost  being  absorbed  in  the  general  tax  rate.  Water 
transport  y;ill  be  further  intensified  when  and  as  the 
great  waterways  are  constructed.      Although  not  a  pre- 
sent pressing  problem,  in  that  it  has  been  a  continuing 
factor,  the  equity  of  this  competition  must  be  fairly 
questioned. 

Highway  transport  is  a  new  development  n.nd  the  full 
scope  of  its  activity  in  an  economic  sense  has  not  yet 
been  determined.     It  would  appear,  however,  from  basic 
considerations,  that  as  a  passenger  facility  highway 
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transport  is  a  logical  competitor  of  the  railway  for  any 
distance,  but  that  as  a  freight  transport  medium  its 
economic  scope  is  limited  to  a  distance  of  approximately 
fifty  miles,  beyond  which  distance  the  use  of  the  high- 
way is  uneconomic  as  compared  with  the  railway.  Some 
effective  control  should  be  instituted  limiting  highway 
transport  to  its  proper  economic  sphere.    As  a  start, 
taxation  sufficient  to  pay  for  the  wear  and  tear  on  the 
highwajr  and  to  compensate  for  the  use  of  public  property 
for  private  gain  should  be  instituted.     The  general 
level  of  commercial  vehicle  taxation  in  Canada  is  far 
too  lov/  and  does  not  pay  more  than  a  fraction  of  the 
cost  incurred.     The  highway  problem  of  Canada  is  in 
point  of  fact  a  larger  problem  than  the  railway  and 
merits  most  careful  study. 

Canada  has  consistently  failed  to  pay  her  transport 
bill.     The  history  of  Canadian  railways  has  been  a  his- 
tory of  an  attempt  on  the  part  of  governments  to  evade 
facing  economic  laws.     Subsidies,  land  grants,  and 
guarantee  of  securities  have  been  employed  freely  to 
encourage  railv/ay  building  and  to  form  a  justification 
for  a  system  of  extremely  low,  and  in  some  cases  statu- 
tory, fixed  rates  on  basic  commodities.     This  policy, 
in  a  broad  way,  could  only  be  effective  so  long  as  the 
development  of  natural  resources  proceeded  at  a  rapid 
pace,  and  in  point  of  fact,  no  small  portion  of  railway 
revenue  has  in  the  past  been  dravra  from  the  capital 
invested  in  railway  development  itself,  and  from  capi- 
tal investm.ents  incident  to  the  development  of  natural 
resources  as  distinct  from  the  production  of  basic 
commodities  resulting  from  that  development.  This 
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being  the  case^  periods  of  business  depression  bear 
v;ith  particular  force  upon  Canadian  railways  and  serve 
to  emphasize  the  fact  that  in  the  long  run  economic  laws 
must  be  obeyed.     The  cost  of  transport  must  be  met  some- 
how and  the  failure  to  provide  a  rate  structure  adequate 
to  pay  for  that  cost  can  result  in  nothing  except  a  sit- 
uation in  v/hich  private  capital  invested  in  railways  must 
either  be  v/iped  out  or  be  protected  by  general  taxation. 
The  situation  calls  for  a  courageous  facing  of  facts^ 
provision  of  rates  high  enough  to  pay  the  cost  of  ser- 
vice; equitably  distributed  and  free  from  statutory 
limitations,  permitting  of  adjustment  to  meet  changing 
conditions  together  with  control  of  competitive  highv/ay 
services  to  their  economic  sphere. 

Finally,  too  much  reliance  must  not  be  placed  in 
any  lesson  taught  by  the  present  depression.    As  soon 
as  times  im.prove,  public  demands  for  additional  railway 
construction  will  recur,  and  the  railways  in  themselves 
would  find  it  very  hard  to  resist  the  pressure  even  if 
they  v/ere  inclined  to  do  so,  and  in  like  manner,  co- 
operation between  the  railways  forced  upon  them  by 
pressure  of  events  would  not  continue  in  hearty  degree 
once  that  pressiire  was  removed.     There  would  seem  to  be 
a  real  need  in  Canada,  dependent  as  she  is  upon  the 
lowest  possible  transportation  cost,  for  the  creation  of 
a    budgeting  and  planning  commission  whose  functions 
would  consist  of  determining  the  advisability  of  rail- 
way extension  and  without  whose  approval  no  railway 
charter  could  be  secured  or  public  financing  be  done 
for  railway  purposes.     This  body  might  also  be  charged 
with  the  enforcement  of  cooperative  economies  such  as 
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those  outlined  above  and  should  be  empowered  to  control 
uneconomic  competition  wherever  it  is  found.       The  prob- 
lem so  far  as  it  relates  specifically  to  the  railways^ 
should  be  fairly  easy  of  accomplishment although  it 
would  involve  the  restriction  of  provincial  and  federal 
legislative  powers.     The  suggested  commission  should  be 
substantially  a  technical  commission.     It  might  consist 
of  five  members;  a  chairman  appointed  by  the  Federal 
government;  a  member  nominated  by  the  universities  of 
Canada;  the  president  of  the  Canadian  Pacific  Railway; 
the  President  of  the  Canadian  National  Railways,  and 
the  Deputy  Minister  of  Railways  and  Canals.     The  en- 
largement of  its  scope  to  cover  uneconomic  highway 
transport  would  be  a  matter  of  great  difficulty,  and  its 
activities  in  that  regard  would  probably  be  advisory 
only. 
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Western  Tour, 
En  Pxoute , Ottawa  to  Vancouver, 
Wednesday,  December  9,1951 

PRIVATE  CONFIX  RaNCE 
(Precis  "by  Mr.Moxon) 

The  Chairman  asked  Mr.  Fairweather  to  give  details  of 
Sir  Kenry  Thornton^s  estimate  of  savings  on  operations  in 
1952,  of  123,000,000.      Mr.  Fairweather  agreed  to  look 
into  this  and  give  details  as  far  as  possible. 

Mr,  Fairweather    then  explained  a  study  made  by 
Bureau  of  Economics  of  National  Railways  on  wheat  growing 
in  Canada.      As  a  result  of  this  study  it  appeared  then 
(1921  circa)  that  the  return  on  capital  expenditure  in 
Canada  on  railways  would  grow  progressively  less  and  a 
warning  was  given  the  government  and  railways  the 
t  ime . 

Flowing  from  this  study  it  became  apparent  also  that 
much  development  in  railway  construction  would,  on  a 
strictly  accounting  basis,  result  in  a  debit.      If  all 
traffic  originating  on  and  ending  on  a  certain  branch 
line  should  be  debited  v/ith  all  its  main  line  costs 
attributable  to  carrying  this  freight,  plus  costs  of 
operation  of  branch  lino  and  capital  costs,  there  would 
be  a  loss,  but  hj  increased  commerce  of  the  nation  in 
which  the  rai].\vays  would  share,  the  result  would  be 
different  and  the  conclusion  to  be  drav/n  even  by  the 
railway  management  would  be  that  the  expenditure  on 
expansion  was  a  proper  investm.ent. 

Mr.  Fairweather  then  read  a  paper  prepared  by  him 
on  railway  building  and  tbe  creatiox-.  of  national  wealth 
in  western  Canada,  as  follows: 
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Railway  transportation  in  the  prairie  provinces  has 
added  six  billion  dollars  to  the  national  wealth  of  Cana- 
da.     For  each  dollar  invested  in  railway  transportation 
5,5  dollars  of  new  wealth  has  been  created.      The  railway 
investment  of  11,075,000,000  has  resulted  in  additional 
determinable  wealth  of  !iiJ6,000,000,000  distributed  between 
the  provinces  as  follows   (1927  figures): 

Manitoba  |l, 572,000, 000 

Saskatchewan  2,463,000,000 
Alberta  1,941,000,000 

Total  $5,976,000,000 

of  which  the  chief  items  are: 

Farm  values  |2, 843, 000,000 

Urban  real  property  values  926,000,000 

Forest  development  250,000,000 

Mineral  development  122,000,000 
Public  utilities  other  than 

railways  125,000,000 
Investment  in  commercial  enter- 
prise 272,000,000 

The  prairie  provinces,  being  devoid  of  waterways  capable 
of  development  into  transportation  avenues  owe  the  crea- 
tion of  their  existing  wealth  to  the  agency  of  railway 
construction^ 

Had  there  been  no  railways  built,  the  wealth  of  the 
prairie  provinces  would  be  almost  entirely  potential,  with 
little  production  of  commodities  and  little  or  no  oppor- 
tunity value.      The  opportunity  value  of  this  vast  terri- 
tory for  other  than  fur  trading  was  set  by  the  Hudson's 
Bay  Company,  the  owner,  at  $50,000,000.      If  the  terra 
"wealth"  be  defined  as  "opportunity  value"  this  owner ^s 
valuation  is  the  most  accurate  fixation  obtainable  of  the 
wealth  of  the  prairie  provinces  before  the  intervention 
of  railway  transportation.       There  are  no  absolute  cri- 
teria of  either  "wealth"  or  "value".      Both  are  fluctuat- 
ing and  relative,  being  continually  affected  by  the 


r: 


( 


-  46  - 


"time-place"  factor.      A  railv/ay  constructed  into  a  new- 
country  does  not  at  first  create  wealth.       It  creates 
opportunityo      Justification  of  the  railway  must  await 
the  use  of  the  opportunity,  and  in  a  pioneer  country 
railway  investment  will  be  relatively  great  until  use 
converts  potential  into  actual  values o      Visualize  what 
happens  following  the  projection  of  a  railway  into  virgin 
territory.      Agricultural  lands  and  natural  resources  are 
made  available.      Settlement  follows.      Farms  are  made. 
Minerals  and  forests  operations  commence.      Villages  come 
into  being  and  grow  into  towns  or  cities.      The  use  of 
opportunity  creates  trade  v/hich  enters  the  arteries  of 

world  commerce.        This  trade  reacts  on  all  inter joined 
communities  to  the  economic  benefit  of  all  of  them  and 
standards  of  living  are  gradually  raised. 

As  criteria  of  the  use  of  opportunity  the  ratio  of 
the  dollar  invested  in  railway  transportation  to  dollars 
of  other  determinable  wealth  will  be  taken  on  the  basis 
that  "wealth"  at  any  given  time  will  be  the  sum  of 

(a)  The  going  opportunity  value  of  land  and  natural 

re  sources 

(b)  The  opportunity  value  of  commerce  as  represented  by 

invested  capital 

(c)  Stocks  of  consumable  goods  and  specie  on  hand. 

Ratio  of  Invested  railway  dollar  to  other  tangible  wealth 
Year         U.S  «A.  Western  U.S.A.    Prairie  Provinces 

1890  -  lo4 

1900        1:  8.2  1;4       .1  1:1.1 

1912        l:9c5  1:6       .2  1:5 «3 

1922        1:13.0  1:10     o9  1:6.5 

This  comparison  shows  that  the  prairie  provinces  have  made 

a  more  rapid  increase  of  use  in  the  early  stages  than  was 
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the  case  in  the  western  U.S.A.  and  that  during-'  the  period 
1900-22  the  rate  of  increase  in  use  has  been  satl sf actoril 
comparahle • 

Comparison  with  the  U.S.A.  as  a  whole  and  v/ith  the 
remainder  of  Canada,  where  in  1927  the  ratio  was  1:3, 
denotes  the  effect  of  a  more  diverse  and  mature  economic 
development . 

During  the  past  eight  years  the  Canadian  National 
Railways  has  spent  s?46,777,000  in  railway  construction 
in  the  prairie  provinces.       This  investment  has  made 
available  approximately  7,000,000  acres  of  land  previously 

unreached  by  transportation.      A  careful  survey  of  these 

lands  has  shov/n  that  the  average  quality  is  at  least  as 

high  as  the  average  for  the  west  and  probably  somewhat 

higher.      It  may  be  confidently  asserted  that  through  the 

use  of  these  lands  the  national  wealth  of  Canada  will  be 

increased  by  at  least  five  times  the  railway  capital 

investment,  viz,  ^ijj 230, 000, 000. 

Mr,  Pairweather  then  produced  penetration  charts  of 

branch  line  construction  in  western  Canada. 

Map  lo  1916-1920,   showed  a  minimum  of  penetration  by 

either  system 

Map  II  1920-1924,  Canadian  National  branch  line  programm.e 

rejected  by  Senate  -  Canadian  Pacific 
penetration  about  double  of  Canadian 
National . 

Map  III  1924-1927,  Increased  penetration  by  Canadian 

Pac  if ic  . 

Map  IV  1928,  Results  of  this  map  not  very  serious  en- 
croachments . 

Map  V    1929,  Serious  encroachments  by  Canadian  Pacific  - 

development  by  Canadian  Pacific  small 
in  com.parison  v/ith  building  total  - 
Canadian  National  encroacbjnent  smaller 
and  developm.ent  greater. 
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Summary  -  1916-1930. 
O.K.  encroachments  3,570  square  miles 

CP.  encro&ahments        10,375        "  " 
O.K.  penetrated  into  C  .P.  territory  undeveloped  "but 

ear  marked  for  C.Po,  100  square  miles 
CP.  penetrated  into  C.K.  territory  undeveloped  but 

ear  marked  for  ClI.,  4,500  square  miles 
C.N.  development,     19,655  square  miles 
CPo  development,     20,690  square  miles. 

Question  then  raised  as  to  what  extent  this  building 
might  have  been  avoided  if  railways  v/ere  cooperating.  It 
was  agreed  that  this  would  be  attempted  by  Canadian  National 
officials  who  would  use  their  own  judgment  on  what  part 
of  Canadian  Pacific  building  should  have  been  curtailed, 
that  is,  not  on  the  basis  that  Canadian  Pacific  had  built 
all  their  branch  lines  and  Canadian  National  only  had  cur- 
tailed, but  that  each  had  curtailed  in  fair  measure. 

Mr,  Fairweather  agreed  to  have  results  of  pene- 
tration maps  typed,  map  by  map,  and  then  a  summary. 

Mr,  Fairvv'eather  then,  on  a  question  by  Commissioner 
Loree ,  explained  the  high  cost  of  coal  in  western  Canada, 
which  seemed  to  the  Gomimissioner  high  in  com.parison  with 
United  States  coal. 

It  was  stated  that  bituminous  coal  veins  were 
steeply  inclined  on  m.ountain  sides  and  not  flat  as  in  the 
National  Railway  mine  in  VJest  Virginia.      Hence  raining  costs 
are  e:;:pensive  by  reason  of  sliding,  etc.,  and  running  costs 
are  say  ;;^2.75  to  ^63.00  in  western  Canada  against  11.07  in 
Virginia.      Coal  mines  are  carr'^ing  too  m.uch  capital  burden 
in  v/e stern  Canada,  about  ten  bimes  too  much. 

In  eastern  Cana<;u-  costs  are  up  by  reason  of  sub- 
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marine  minings      The  sub -■bituminous  coals  of  Coalspur  distil 
in  western  Canada  are  mined  by  steam  shovel  process  and  are 
only  60  per  cent  efficient  as  compared  v^^ith  bituminous  coal, 
but  mining  costs  are  cheap. 


^  Western  Tour, 

f       .r*    '        li.  TT^  En  Route,  Vancouver, 

t*^.,  iw^  Saturday,  December  12,  1931. 

'Sti^^J^  ^^f^V^    '^P^^t.'*^^       Wr.,  I'Vv^*..--^    ,       W^,A>v^  l(rv^ 

PRIVATE  COmRSICE  WTt^    "Tcw^  auM. 


(Precis  by  Mr.  Yates)  ^^-J> 


The  members  of  the  Commission  met  in  conference  in 


Mr.  Justice  Duff's  s-^' t  ting- room  at  the  Vancouver  Hotel  this 
morning  at  10,00  o'clock. 

The  Chairman  stated  that  there  were  tvjo  important 
things  to  be  considered: 

(1)  ''./hat  arrangements  could  be  made  to  increase 
railway  income  and 

(E)  '^hat  reductions  might  be  possible  in  expendi- 
tures. 

As  to  increase  of  income  the  only  suggestion  that 
had  been  made  v/as  as  to  increase  of  rates.     Various  aspects 
of  that  should  be  considered.     One  vjas  whether  or  not  the 
present  rates  are  just  rates,  and  another  equally  important 
consideration  was  Y/hether  any  increase  of  rates  YJould  yield 
perceptible  relief  in  the  way  of  increased  income.. 

Then  there  might  be  a  third  q^uestion  forced  uiDon 
the  Commission.     That  was  v^hether  such  a  course  was  not 
plainly  a  wholly  impracticable  course.     They  vjere  hardly 
in  a  position  to  judge  whether  the  existing  rates  are  just 
rates  or  not.      They  had  a  sort  of  presumption  arising  out 
of  the  legislation  passed  in  1397,  suspended  during  the  war 
and  afterv'ards  renewed,  and  so  on»     It  occurred  to  Judge 
Duff  that  if  they  were  to  consider  that  question  they  could 
get  some  assistance  from  the  Board  of  Railway  Commissioners 
which,   in  the  last  fev;  years  had  gone  over  the  whole  question 
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of  rates  and  the  existing  rate  structure  v;as  hased  on  these 
conclusions.    Those  conclusions  were  governed,  of  course, 
hy  certain  statutory  limitations. 

On  the  other  side,  as  to  expenditure,  there  was  of 
course  the  very  o'bvious  thing  th.it  operates  in  the  future, 
namely,  the  very  large  amount  of  that  unproductive  expenQ 
diture  v^/hich  vja.s  the  result  of  premature  railway  develop- 
ment.    He  found  that  that  was  pretty  vjell  understood  by  the 
intelligent  "business  people  of  the  community,, 

As  to  the  immediate  future,  taking  the  railways 
as  they  stand  now  as  separate  systems  and  exajnining  the 
thing  on  that  hasis  and  considering  what,   if  any,  prospect 
there  was  of  relief.     He  supposed  what  they  vjould  have  to 
consider  mainly  was  the  matter  of  duplication  of  construct- 
ion and  services  and  to  what  extent  the  arrangement  of 
existing- lines ,  or  the  reduction  of  services  on  existing 
lines,  is  practicable,  and  what  results  in  the  way  of  econ- 
omic advantages  could  be  expected  to  be  ascertained  from 
them.     They  had  ITr.  Warren  at  work  on  a  report  along  those 
lines  v\/hich  would  be  available  in  a  day  or  so.     They  could 
get  a  similar  report  from  the  Canadian  Pacific  officials. 
His  o¥;n  idea  v7as  that  after  they  had  developed  the  matter 
to  a  certain  point  they  should  secure  an  independent  ex- 
pert or  experts  to  go  over  the  matter  and  report  to  the 
Commission  upon  it.     There  was,  of  course,  the  matter  of 
hotels  and  steamships  also  requiring  to  be  ex?.mined  --a 
comparatively  simple  thing. 

From  the  point  of  viev>/  of  consolidation,  an  hypo- 
thesis they  could  not  leave  out  of  view,  Mr.  Fairweather 
had  already  estimated  a  saving  of  |50,000,000.     judge  Buff 
doubted  ^ery  much  if  he  had  taken  into  account  the  traffic 
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changes  which  might  be  put  into  effect  under  such  an  arrange 
ment,  but  at  all  events  he  thought  they  should  have  that 
prospect  examined  and  examined  in  detail.     He  should  think 
there  also,  that,  in  order  to  get  information  upon  which  it 
v^/ould  he  safe  to  proceed,   it  would  be  desirable  to  have  a 
report  upon  that  possibility  also  from  independent  experts. 

Lord  Ashfield  thought  that  at  this  stage  of  the 
investigation  it  would  be  v/ell  to  consider  the  manner  in 
which  the  vjork  was  being  carried  out  by  the  Commission's 
Secretariat,      They  should  satisfy  themselves  in  the  first 
place  that  the  information  they  ¥jere  seeking  by  questions 
and  by  interviev>/s ,  etco,  was  in  such  form  as  would  give  to 
the  Secretariat  the  information  that  would  be  needed  later 
on  when  the  report  v\/as  being  prepared.     They  could  not 
of  course  cover  the  ground  again.     It  seemed  to  him,  there- 
fore, of  the  utmost  importance  to  be  certain  that  they  were 
exhausting  all  sources  of  information  as  they  Y\/ent  along. 

His  second  point  would  be  that  having  obtained  all 
of  that  information,  either  by  question  or  by  documents, 
to  make  certain  that  the  work  of  the  Secretariat  was  being 
carried  out  in  such  a  way  as  would  secure  to  the  Commission 
at  a  later  stage  in  suitable  form  the  vast  amount  of  infor- 
mation v\/hich  vjill  have  been  collected  by  the  time  this  part 
of  the  Commission's  work  has  been  concluded.     Work  of  this 
kind,  he  knew  by  bitter  experience,  involved  very  careful 
cross  indexing  to  make  certain  that  any  question  they  might 
ask  might  be  answered  by  ready  reference  to  every  subject 
and  to  every  question.     There  would  be  many  quotations  and 
they  should  be  very  certain  that  any  quotation  they  used 
would  be  absolutely  accurate  and  verifiLble  by  reference. 

On  the  question  of  information  ¥»/hich  they 


,:::„:c:i  •  ^ 


-  53  - 

were  seeking  what  apioealed  to  him  was  that  they  should  get 
all  information  they  could  directed  towards  the  question 
arising  out  of  the  operation  of  tvjo  separate  systems  of 
railway.  His  view  would  he  that  the  more  evidence  they  could 
get  which  was  directed  to  showing  that-q.uite  independent  of: 
any  idiosyncrasies  of  individuals  in  connection  with  railway 
undertakings  -  there  was  inherent  in  a  situation  of  that 
kind  the  absolute  necessity  for  expenditure  on  a  scale  hadly 
out  of  proportion  to  what  would  he  the  case  if  they  had  a 
single  system. 

He  could  quite  conceive  the  management  of  the 
Canadian  National  coming  into  the  situation  at  a  later  date 
to  that  of  the  Canadian  Pacific  and  might  find  itself  com- 
pelled, at  greatest  possible  risk,  to  engage  in  the  expen- 
diture of  vast  sums  of  money  in  an  effort  to  build  up  and 
establish  the  national  system  of  railv/ays.     The  more  he  sav/, 
the  more  it  was  established  in  his  mind  that  there  was 
diminishing  criticism  to  be  directed  towards  the  management 
of  the  Canadian  National  Railways.    In  his  own  mind  any 
impression  of  that  nature  became  less  personal  each  day  and 
more  directed  towards  the  fundamental  principles  inherent 
in  a  situation  of  that  kind. 

His  next  point  was  that  whatever  the  recommendations 
of  the  Commission  were,  he  thought  they  must  in  the  main  rest 
upon  the  question  or  point  that  it  was  absolutely  impossible, 
because  of  the  tvjo  systems  involving  dual  control,  to  avoid 
an  expenditure  running  into  vast  sums  both  in  respect  to 
capital  and  of  operation,  beyond  what  would  be  the  cost  if 
they  were  to  imagine  a  single  system  effectively  managed  and 
controlled. 

Mr.  Justice  Duff  remarked  that  it  was  much  the  same 
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as  to  what  saving  could  properly  "be  made  "by  the  suppression 
of  duplication  consistent  with  the  maintenance  of  the  integ- 
rity of  the  National  systomi  as  an  efficient  organization* 

Lord  Ashfield's  next  point  was  as  to  whether  they 
should  have  to  consider  appointing  a  body  of  experts  to 
review  the  question  of  expenditures, and,  to  a  certain  extent, 
of  operation  v/hich  arises  out  of  the  present  situation.,  He 
did  not  know  what  Mr.  Loree  ¥\/ould  say,  hut  frankly,  his  ovm 
view  v/ould  "be  this;  that  it  was  absolutely  impossible  for 
any  outside  group  of  experts  to  forecast  v\?ith  any  degree  of 
accuracy  v/hat  the  savings  might  be  if  the  systems  vi/ere 
brought  together.     There  were  things  that  might  be  done  but 
which  he  thought  experience  would  show  are  wholly  impossible, 
because  they  were  faced  v^/ith  a  situation  that  already  exists. 
Also,  and  they  could  not  altogether  evade  it,  public  opinion 
as  expressed  to  Parliament  had  to  be  considered.     Then  too 
they  would  find  over  and  over  again  experts  would  refer  to 
possible  economies  if  certain  capital  expenditures  v^^ere  en- 
gaged in,  and  this  thing  and  that  thing  v\/ere  done.  If 
such  questions  v-zere  entrusted  to  a  body  of  experts  it  might 
take  a  vast  amount  of  time. 

There  was  another  form  of  information  v;hich  a  body 
of  experts  might  prepare  for  the  Commission  based  upon  a 
limited  form  of  reference  which  the  Commission  would  have  to 
draft  for  them.    Within  , that  limited  reference  a  body  of 
experts  could  be  of  great  value  to  the  Commission.     The  re- 
port of  the  Commission  Y\?ould  be  of  great  magnitude  and 
present  an    historical  importance. 

After  canvassing  the  possibility  of  a  suitable 
intermission  to  enable  the  Secretariat  and  experts  to  pre- 
pare their  memoranda.  Lord  Ashfield  observed  that  the 
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conditions  under  which  the  investigation  was  being  carried 
out  must  be  accepted  as  abnormal.    They  were  so  wholly  re- 
moved at  the  present  time  in  the  world  of  industry  from 
anything  approaching  what  might  be  looked  upon  as  a  normal 
situation  that  he  was  tempted  to  think  that  they  should 
find  it  necessary, that  having  defined  clearly  and  unmistak- 
ably the  policy  which  the  Dominion  should  pursue  with  re- 
spect to  this  transport  problem,  that  that  policy  would 
not  be  possible  of  accomplishment  until  some  very  consider- 
able period  had  elapsed;  that  there  must  necessarily  be 
involved  in  the  decision  of  the  Commission  questions  of 
vital  importance  not  only  to  the  citizens  of  Canada  but  to 
those  v'ho  h.:ve  invested  their  money  ir  the  r"ilv^.-.y  under- 
takings ;vhether  in  the  form  of  bonds  or  capital  in  the 
Canadian  National  s^s'cem  or  capital  invested  in  the  Canadian 
Pacific.    For  the  Commission  to  visualize  any  scheme  where- 
by a  fair  value  could  be  placed  upon  this  investment  would 
be  absolutely  impossible  because  it  would  involve  such 
colossal  sacrifices.    Machinery  would  have  to  be  set  up  to 
bring  to  a  standstill  the  questions  of  capital  expenditure, 
all  steps  proposed  must  be  in  harmony  and  synchronize  with 
the  final  plan.    The  purpose  would  be  to  carry  these  under- 
takings on  a  sounder  basis  with  a  view  to  effecting  econo- 
mies and  reaching  a  decision  more  nearly  approximating  a 
position  where  those  values  could  be  established. 

He  would  emphasize  again  the  point  he  almost  began 
upon.  His  mind  was  hardening  against  any  implication  that 
fault  could  be  found  v;ith  either  administration  in  respect 
to  those  excessive  expenditures  either  upon  capital  account 
or  of  service,  but  was  being  directed  more  and  more  to  the 
belief  that  inherent  in  a  situation  of  this  kind,  that  kind 
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of  expenditure  was  absolutely  unavoida"ble  and  if  that  were 
true  it  vjould  have,  as  the  Commissioners  would  all  appreci- 
ate, an  immense  significance. 

Mr»  Loree  referred  to  the  construction  of  the 
Canadian  National  hotel  at  Vancouver  as  representing,  not 
the  considered  judgment  of  the  railway,  hut  a  political 
compromise  with  the  community. 

He  suggested  that  the  railway  officers  should  give 
the  Commission  a  review  of  the  situation  in  1913  as  com- 
pared with  the  situation  in  1931.    The  railways  had  had  an 
enormous  increase  in  v/age  scale  during  that  period  and  since 
1918  there  had  heen  a  considerable  invasion  of  the  field  of 
management  hy  organized  labour.     The  increased  pay  of  rail- 
v/ay  employees  since  that  time  had  been  from  200  to  300  per 
cent,  while  the  cost  of  living  had  increased  only  from  30 
to  40  per  cent.     On  his  ovm  road  they  had  been  endeavouring 
in  the  most  drastic  way  to  effect  economies.     They  had  torn 
down  22  per  cent  of  the  station  buildings  on  the  property. 
Station  forces  in  1931  as  compared  with  1913  had  decreased 
by  one  half,  but  the  pay  of  that  decreased  staff  was  never- 
theless more  than  double  that  of  the  station  staff  of  1913. 

Personally,  he  had  been  wondering  whether  relief 
could  be  looked  for  along  the  line  of  a  unified  structure; 
whether  that  would  not  remove  the  incentive  to  change  and 
improvement  which  v;as  vital  to  railway  progress.    He  re- 
ferred to  the  enormous  improvement  in  the  mechanics  of 
railroading,  the  introduction  of  great  economies,  the 
comparison  of  hydro-electric  energy  as  contrasted  with 
the  use  of  yteam.     Only  6  per  cent  of  the  potential  power 
of  coal  was  secured  in  operation.     Vi/hether  a  unified  in- 
dustry would  work  in  a  problem  such  as  that  presented  in 
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Canada  he  did  not  kno\^^.     He  had  at  first  thought  of  the 
possibility  of  dividing  the  railroad  mileage  differently 
than  at  present.     It  was  nov;  divided  on  the  basis  of  ocean 
to  ocean  operation  east  and  west  by  both  lines.     He  won- 
dered whether  they  could  be  unified  in  the  east,   say,  as 
far  as  Fort  William  and  Port  Arthur,  and  again  from  Fort 
T/illiara  west  of  there.     That,   of  course,  presented  very 
great  difficulties.     Conceivably  there  might  be  three 

^  systems  set  up  instead  of  two. 

Another  confusion  had  developed  in  the  last  fev/ 
years.     Compensation  formerly  fixed  on  the  cost  of  the 
service  rendered,  was  now  in  danger  of  being  based  on  the 
value  of  the  service  rendered,  as  determined  by  the  Inter- 
state Commerce  Commission.  Personally,  he  felt  there  vjas 
no  possibility  of  government  ppcration  of  railways  in  the 
United  States.     He  believed  people  would  be  much  better  off 
under  private  ownership.     After  discussing  the  Canadian 
National  position  with  Mr,  V/arren  the  previous  evening,  he 
had  reached  the  conclusion  that  the  Canc..dian  National  manage- 

ll  ment  was  reasonably  alert  and  efficient  but  struggling 

against  a  handicap  too  great  to  be  over-come. 

ivlr,  Loree  referred  to  the  recent  increase  in  rates 
in  the  United  States  in  which  connection  the  increased 
revenues  of  the  stronger  lines  were  to  be  utilized  to  assist 
the  revenues  of  necessitous  companies.     This  rate  increase 
would  cost  the  anthracite  producers  $5,000,000,  and  they 
could  not  increase  their  price  relatively,  so  would  have  to 
absorb  the  entire  increase. 

Cancellation  of  all  labour  contracts  V7as  threatened, 

I  This  would  be  a  serious  matter  with  the  running  trades,  but 

not  so  serious  with  the  mechanical  trades.     His  ov/n 
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company  v^as  endeavouring  to  eliminate  the  running  trades 
from  the  field  of  management,    Tv/enty-throe  arrangements 
of  that  nature  had  "been  in  effect,  now  only  four  remained. 
They  were  prepared  to  guarantee  present  vjages  to  the  run- 
ning trades  for  one  year*     In  any  event,  they  vjere  in  for  a 
very  long  period  of  readjustment.    He  mentioned  that  Mr. 
Ytoren  seemed  confident  that  the  running  trades  would  accept 
the  finding  of  the  conciliation    board  after  the  matter  had 
gone  through  the  usual  steps  provided  to  deal  v\/ith  such 
matters,  and  that  vyages  on  Canadian  railv^ays  vjould  be  re- 
duced by  10  per  cent. 

As  to  the  inquiry  of  the  Royal  Commission,  he  did 
not  consider  that  they  had  as  yet  sufficient  data  to  make 
up  his  mind,  and  he  was  giving  the  Commissioners  merely  his 
general  impressions  relative  thereto. 

Sir  Joseph  Flavelle  expressed  the  belief  that  the 
basic  factor  of  the  Canadian  situation  lay  in  the  fact 
that  Canada  was  not  intended  by  nature  to  be  one  community. 
The  natural  trend  of  trade  in  the  e'ast  was  betv/een  the 
Maritime  Provinces  and  the  Nev/  England  States.     In  Quebec 
and  Ontario,  similarly,     the  natural  tendency  was  to  trade 
with  adjoining  States  in  that  region.     Then  came  the  stretch 
of  v/ooded  and  rocky  country  north  of  the  lakes  which  had 
been  likened  by  the  late  J.  J.  Hill  to  the  construction  of 
a  railroad  tunnel  so  far  as  the  production  of  revenues  was 
concerned.     Then  there  were  the  Prairie  provinces  whose 
natu-ral  association  was  north  and  south  with  the  Dakotas 
and  the  corresponding  States  running  across  to  the  mountains. 
Then  they  had  three  mountain  ranges  interposing  themselves 
bet-'/een  the  Pacific  Coast  of  Canada  and  the  Prairie  provin- 
ces. 
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Sir  Joseph  recalled  the  promises  of  railv^ay 
connections  east  and  west  given  at  Confederation,  the  con- 
struction of  the  Intercolonial  in  the  Maritime  provinces, 
the  Grand  Trunk  difficulties  ^Jinder  London  management  and 
the  vyelcome  extended  to  the  Canadian  Pacific  Railviay  as  a 
relief  from  the  tyranny  of  overseas  management.     He  dealt 
with  the  conditions  under  which  the  prairies  were  settled 
Y;hen  the  homesteader  v/as  able  to  secure  employment  on  rail- 
v/ay  construction  to  assist  him  to  get  established.  He 
spoke  of  the  hatred  engendered  by  CP.R.  monopoly  v^/hich 
led  to  the  granting  of  charters  which  resulted  in  the  con- 
struction of  tvyo  other  transcontinental  railvjays.     In  that 
v\/ay  over-expansion  came  about,  followed  by  the  taking  over 
of  the  Canadian  Northern,  the  Grand  Trunk  Pacific  and  the 
Grand  Trunk  Railv>;ays. 

Sir  Joseph  then  sketched  the  financial  efforts  of 
the  I>ominion  during  and  subsequent  to  the  v^/ar.     The  Dominion 
of  Canada  had  never  borrov/ed  a  dollar,  except  from  the  banks, 
until  1915.     Then  came  the  v^ar  with  its  financial  diffi- 
culties.    In  1915  the  Minister  of  Finance  asked  the  bankers 
of  Canada  whether  they  thought  that  the  government  could 
borrow  $50,000,000  from  the  Canadian  public.     The  bankers 
did  not  think  so.     Some  said  they  might  try,  and  in  any 
event  the  bankers  v/ouid  ujiderwrite  fifty  per  cent  of  it. 
This  Victory  loan  resulted  in  ^.106 , 000 , 000  being  subscribed. 
The  government  then  proposed  to  loan  $50,000,000  to  the 
Imperial  Government  to  be  expended  in  Canada  for  supplies, 
and  of  the  1 106 ,  000, 000  subscribed,  |;1C3,000,000  stuck 
and  153,000,000  v/ere  placed  at  the  disposal  of  the  Imperial 
Government  to  be  expended  in  Canada  for  ¥/ar  purposes.  Sir 
Joseph  stated  that  eventually  $1,600,000,000  were  borrowed 
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in  Canada  for  vjar  purposes,  $700,000,000  of  ¥;hich  had  been 
loaned  to  the  Imperial  GoYernment  for  war  purposes,  on 
account  of  which  sum  the  Imperial  Government  had  paid  to 
Canada  about  $200,000,000  after  the  \7ar. 

The  Canadian  railway  situation  was  the  outcome  of 
pressure  of  the  Canadian  people  at  a  critical  time.  That 
pressure  unwisely  acceded  to  has  placed  upon  the  country 
the  burden  which  it  was  now  carrying.    When  the  railvvays 
fell  into  difficulty  ten  or  more  years  ago,  the  Minister  of 
Finance  had  opposed  receivership.     His  viev\/  was  that  the 
country  should  take  over  the  securities  and  see  that  the 
money  invested  in  the  railvi^ays  was  afforded  protection, 
and  that  had  been  done  in  the  case  of  all  the  securities 
involved,  v;ith  the  exception  of  certain  Grand  Trunk  stocks, 
the  value  of  which  had  been  by  agreement  referred  to  ar- 
bitration.    In  that  particular  Sir  Joseph  contrasted  the 
practice  on  the  other  side  of  the  line  v^jhere  investors  in 
railv/ay  securities  usually  v/ere  called  upon  to  take  heavy 
losses  in  the  liq^uidation  of  railvi/ays  encountering  finan- 
cial difficulties. 

He  noted  that  Lord  Ashfield  apparently  found  his 
mind  running  towards  the  inevitability  of  a  good  deal  of 
the  expense  which  had  taken  place  because  of  the  circum- 
stances, and  the  inevitability  that  there  should  be  possibly 
a  single  system  of  railways.    His  ovm  mind  has  been  running 
steadily  over  the  thought  that  a  single  operation  of  these 
great  systems  of  railv/Svy  as  a  monopoly  in  Canada  v/as,  for 
the  reason  given  by  Mr.  Lorce  v/ith  all  his  railway  experi- 
ence, a  danger  that  v^/ould  lead  to  a  great  deal  of  trouble 
if  they  should  commit  to  any  single  executive  the  immense 
problem  of  the  management  and  operation  of  those  railways 
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as  a  single  system  from  the  Atlantic  to  the  Pacific.  Hovy- 
ever,  it  v^as  unwise  to  say  at  this  early  date  that  anything 
was  impossible.    For  that  reason,  he  wc.s  prepared  to  wait 
and  to  be  as  careful  as  possible  in  his  contacts,  ejid  in 
his  ordinary  conversations  to  avoid  any  statement  which 
might  be  taken  e.s  ind.ioating  any  particular  conclusion. 
He  thought  that  a  body  of  experts  to  prepare  information 
with  respect  to  this  extraordinary  railv^ay  situation  in 
Canada  would  be  impossible  outside  of  the  two  great  rail- 
way organizations  themselves.     However,  he  felt  the  Com- 
mission should  no  doubt  get  very  valuable  assistance  from  a 
checkup  by  an  expert  familiar  v^ith  railway  practice,  of 
the  Yarious  proposals  as  might  be  developed  in  the  course 
of  their  investigation. 

Mr.  Beaudry  Leman  expressed  the  belief  that  at  this 
stage  or  shortly  the  Commissioners  should  make  an  effort 
to  endeavour  to  circumscribe  the  e:}:itent  of  their  investi- 
gation under  certain  headings  and,  after  looking  at  those 
headings,  they  should  decide  the  extent  to  which  the  invest- 
igation should  go.     The  terms  of  reference  v\/ere  so  wide  that 
they  might  well  venture  into  the  whole  political  situation 
in  this  country.     In  doing  so,  they  might  easily  run  counter 
to  provincial  autonomy  and  become  involved  in  considerations 
outside  the  scope  of  the  inquiry.     The  same  situation  ex- 
isted in  the  financial  field.     The  provinces  might  make 
commitments  which  would  affect  the  federal  financial  situ- 
ation and  the  finances  of  the  country  as  a  whole. 

Then  he  asked  whether  the  Commission  v^/as  going  to 
venture  an  investigation  in  the  realm  of  immigration,  that 
is  to  say,  whether  two  or  three  or  four  hundred  thousand 
settlers  a  year  should  be  brought  into  Canada.     That  had  an 
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immediate  bearing  on  our  railv^ay  situation.    He  was  doulDt- 
ful  T/hether  they  could  enter  into  a  study  of  all  the  con- 
siderations v\/hich  should  be  taken  into  account.  However, 
he  did  suggest  a  study  of  tv^o  points: 

First,  what  are  the  possible  immediate  remedies, 
leaving  open  as  far  as  possible  the  ctuestion  of  the  general 
policy  of  this  country.    Up  to  the  present,  his  mind  had 
been  running  simply  in  the  direction  of  ivhat  might  be  done 
immediately  to  secure  as  much  relief  as  is  possible. 

Secondly,   to  examine  the  possibility  of  a  solution 
which  would,  as  far  as  possible,  preserve  tl'o  future  by 
not  taking  8.  stand  as  to  either  government  ownership  or 
private  ownership.     He  knew  there  Vi/as  a  resxoectable  body 
of  opinion  in  this  country  that  might  think  differently 
and  thought    they  should  be  careful  to  seek  information 
based  on  experience,   rather  than  possible  theories  which 
each  might  have  as  to  this  or  that  method.     In  that  line 
he  thought  they  should  visualize  the  fact  that  though  a 
great  deal  of  money  had  been  spent  either  on  branch  lines 
or  main  line  construction,  with  the  possibilities  of  the 
coujitry  as  they  were,  he  thought  it  might  fairly  be  said 
that,  while  the  bulk  of  that  construction  might  be  premature, 
a  considerable  portion  of  it  ought  to  be  preserved  and  re- 
served for  the  future  as  far  as  possible,  meanwhile  seeking 
the  most  economical  method  of  management  and  operation  to 
tide  over  the  next  ten  or  fifteen  years  V7hen  others  will 
consider  the  matter  with  much  more  information  than  the 
Commission  will  have  before  it  at  the  present  time. 

Dr.  Murray  felt  that  the  problem  was  due  to  geo- 
graphic and  political  factors.    He  thought  they  should  keep 
in  mind  at  least  two  or  more  alternative  proposals  and  keep 
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them  in  vlev^  in  the  assembling  of  the  data  vjhich  v./ill  be 
placed  before  the  Commission.     There  was  no  doubt  v/hatever 
but  that  the  problem  would  ultimately  have  to  be  decided  by 
political  considerations. 

Dr.  Webster  submitted  that  so  far  as  he  v^as  person- 
ally concerned,  he  should  do  more  thinking  at  the  present 
stage.     i/iThile  he  had  certain  views  and  would  probably  change 
his  viev\/s,  he  would  like  to  know  more  about  the  problems 
before  giving  expression  to  them.     He  felt  that  the  judgment 
of  the  three  more  experienced  members  of  the  Commission  -- 
Lord  Ashfield,  Mr.  Loree  and  Sir  Joseph  Flavelle  —  should 
guide  those  of  the  Commission  Y(/ho  v^/ere  merely  laymen  and 
could  only  exercise  Vi/hat  common  sense  and  judgment  they 
might  have.    He  thought  they  should  keep  any  views  they  had 
in  the  background  until  they  had  more  complete  information 
than  v;as  now  available.     There  vi/ere  certain  possibilities. 
The  railways  might  remain  as  they  are,  subject  to  an  en- 
deavour to  effect  economies;  they  might  be  merged  under 
government  control,   or  merged  under  private  control.  He 
realized  the  difficulties  of  all  three  proposals  and  pre- 
ferred to  say  nothing  more  at  the  present  time. 

On  thu  point  raised  by  Lord  Ashfield,  Mr.  Moxon 
assured  the  Commission  that  every  effort  v>/ould  be  made  to 
make  the  record  as  complete  and  as  readily  available  as 
possible.    Under  conditions  of  continuous  travel  it  would 
not  be  possible  to  elaborate  these  records  except  as  the 
shorthand  reporters  were  able  to  do  so  in  the  course  of  the 
journey.     Once  the  Commission  got  through  V7ith  its  travels, 
care  would  be  taken  to  organize  a  staff  sufficient  for 
whatever  v^ork  should  be  found  to  be  necessary. 

In  deference  to  a  desire  expressed  by  Lord  Ashfield, 
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it  was  decided  to  have  the  official  stenographers  take  a 
note  of  the  conferences  between  the  Commission  and  the 
various  railway  officials.     The  Commission  then  discussed 
the  extent  of  the  interval  which  should  elapse  hctv;een  the 
conclusion  of  its  present  v/estern  trip  and  the  visit  to  the 
Maritime  Provinces,  it  being  finally  agreed  that  it  ¥/ould 
"be  unwise  to  attempt  to  resume  between  Christmas  and  Wevj 
Years,  and  it  was  understood  that  the  Commission  should  sot 
out  again  from  Montreal  sufficiently  early  on  Sunday, 
January  2rd,  as  to  make  it  possible  to  get  to  ,3aint  John 
for  a  session  on  Monday,  the  4th  instant. 

It  was  decided  that  it  v/ould  be  unnecessary  to  visit 
Fredericton,  the  New  Brunswick  provincial  capital,   in  vievj 
of  the  fact  that  members  of  the  provincial  government  could 
meet  the  Commission  at  Saint  John.     From  Saint  John,  the 
suggestion  v/as  that  the  Commission  should  proceed  to  Halifax, 
and  from  Halifax  should  return  to  Monet  on,  the  headq.uarters 
of  the  former  Intercolonial  Railway,  ::.nd  now  the  headquarters 
for  the  Atlantic  region  of  the  Canadian  National  system. 
Should  it  be  considered  advisable  or  necessary,  representa- 
tives of  the  Prince  Edward  Island  government  might  possibly 
attend  at  Moncton.     From  Moncton,  the  Commission  will  pro- 
bably return  to  Levis  by  ¥;ay  of  the  Transcontinental  rail- 
way, and  should  it  visit  Quebec,  could,  if  desired,  return 
to  Montreal  by  the  Canadian  Pacific  for  whatever  sessions 
might  be  necessary  r.t  that  point. 
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Western  Tour, 

En  Route  Vancouver-Calgary , 
Saturday,  Deoemtier  12, 

19  3  1. 


PRIVATE  CONFERENCE 


THE  CHAIR1\(lAN:     Perhaps,  Mr.  Fairweather,  you  had 
"better  deal  generally  with  the  matter  of  hotels,  having  be- 
foie  you  the  compilation  which  you  have  already  supplied  to 
us . 

MR.  FaIRV/EaTHER:  I  regret,  Mr.  Chairman,  that  our 
records  went  astray  while  v^/e  were  in  Vancouver  and  have  not 
yet  been  found.  Conse q_uently  at  this  time  I  am  without  the 
detail  records  that  I  should  like  to  have  under  my  hand. 
I  think, howeve r,  if  one  of  these  books  is  available  I  can 
go  ahead. 

THE  CHAIR1,IAN:  Very  well.  It  is  statement  J  in 

Receipts  and  Expenliture s. 

The  following  exhibits  were  filed: 

EiLhibit  N^,  statistical  information  req_uested  by 
Sir  Joseph  Flavelleo 

Exhibit  N°.  Receipts  and  Expenditures,  Canadian 
National  Railv;ays,  January  1,  19P.3 
to  DGcembor  51,  1930. 

Canadian  National  Railways  hotels. 

IVIR.  FAIRVi/ElATHER:  Under  miscellaneous  in  these 
Receipts  and  Expenditures  on  page  3  there  is  a  statement 
showing  the  investment  account  of  the  hotels  and  camps  and  a 
condensed  income  account  d.rav\?ing  dov/n  to  a  net  result.  That 
net  rosult  represents  the  correct  accounts  of  the  hotels, 
except  that  it  does  not  include  depreciation.     I  may  say 
that  whatever  views  I  may  have  with  regard  to  depreciation 
as  applied  to  a  railway  at  large,   I  certainly  do  not  hold 
those  viev;s  with  regard  to  a  hotel  enterprise. 
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THE  CHAIRIiOlII:  In  other  words,   it  should  appear  in 
the  hotel  accounts. 

MR.  FAIRWEATHER:  Yes;  the  reason  being  that  your 
investment  is  concentrated  into  large  units  and  you  do  not 
have  the  advantage  of  the  diversity  factor  which  applies 
generally. 

Now,  I  have  estimated  in  a  general  vi/ay  what  the 
depreciation  would  amount  to.     Of  course,  it  is  frankly  a 
guess  "because  one  has  very  little  experience  upon  which  to 
go,  "but  I  have  suggested        percent  for  the  buildings  and 
4  percent  for  the  eq.uipment  and  furniture  taken  as  a  unit, 
I  realize  that  fur-niture  depreciates  at  a  more  rapid  rate 
tham  that,  but  eq_uipment,   that  is,  the  mechanical  part  of 
the  hotel  equipment,  depreciates  at  a  much  slov\/er  rate* 

LORD  aSHFIELL:  1^  percent  means  a  life  of  approxi- 
mately sixt3^-six  years. 

m.o  FAIRMATHES:  'Ko  sir.  Vifith  money  at  5  percent  — 

LORD  ASHFIELD:  Excuse  me.  There  is  no  money  at  5 
percent  because  you  have  a  deficit, 

MR.  FAIR'"/EATHER:  From  that  point  of  view,  sir, 
the  theory  of  the  depreciation  reserve  is  that  you  either 
depreciate  on  a  straight  line  basis  or  on  a  sinking  fund 
basi  s. 

LORD  ASHFIELD:  The  only  point  is  this.  One  of  two 
things  must  happen:  You  must  either  increase  this 
$7,0005000.   if  you  are  going  tr  provide  for  depreciation  on 
a  5  percent  basis;  or  you  must  provide  for  your  sinking  fun.d 
on  a  straight  line  basis.  Is  that  net  right? 

H-IR.  FMRViEATHER:  Well,  we  will  take  it  as  right. 

SIR  JOSEPH  FLA\^LE:  Do  you  think  of  it  at  all  as 
amortization? 
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MR.  FAIRV/EATHER:  -Sir  Joseph,  on  a  sinking  fund  basis 
it  vyould  "be  thought  of  that  way;  but  His  Lordship  raises  the 
point  that  since  the  hotels  are  a  deficit  enterprise  there 
can  be  no  possible  amort izL.t ion,  and  I  am  forced  to  agree 
Vifith  him..     If  the  money  is  to  be  invested  in  the  hotel  en- 
terprise then  His  Lordship  is  ^undoubtedly  right.     But  I 
feel  by  the  same  token  that  it  really  makes  very  little 
difference  if  you  are  a    deficit  concern,  because  in  that 
case  even  your  operating  expenses  are  funded  by  somebody, 
otherv/ise  you  Y/ould  go  bankrupt;  somebody  has  to  find  the 
money  to  keep  you  afloat;  and  once  you  are  in  the  red  it  is 
arguable  that  since  it  is  either  borrov/ed  money  or  proprie- 
tors money  that  keeps  the  enterprise  afloat,  depreciation  is 
just  simply  a  matter  of  keeping  your  profit  and  loss  account 
straight.     Is  that  not  correct,  sir? 

LORD  ASIiFIELD:  You  are  perfectly  right.     I  do  not 
think  there  is  any  dispute  between  us.     It  all  resolves 
itself  into  a  q_uestion  of  amount.     If  you  have  a  profit,  and 
out  of  that  profit  you  make  provision  for  depreciation, 
obsolescent,  or  vjhatever  you  wish  to  call  it,   the  amount 
you  lay  aside  out  of  your  profits  year  by  year  would  be  less 
in  that  event  than  would  be  the  case  if  you  have  no  profits 
out  of  7/hich  to  make  provision  for  this  reserve.     In  other 
words,  it  is  a  very  simple  matter;  really  your  profit  and 
loss  account  in  the  event  of  your  operating  the  undertakir^ 
at  a  loss  is  denied  the  advantages  of  the  interest  upon  that 
part  of  your  net  income  v^hich  you  would  invest  outside  the 
business  for  the  purpose  of  meeting  your  depreciation  charges. 

MR,  FAIRIVEATH2R:  There  is  no  difference  of  opinion 
on  that  at  all,  Sir. 

SIR  JOSEPH  ILAVELLS:   Pardon  me,  I  think  there  is 
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a  fundamental  difference.    If  I  go  into  the  hotel  business 
I  do  so  for  the  purpose  of  discharging  a  duty  in  connection 
with  the  railway  business,  that  duty  being  a  complex  one: 
To  secure  a  return  on  the  hotel  as  an  enterprise,  if  that 
be  possible,  or  to  assess  the  value  of  it  as  an  auxiliary 
which,  although  a  losing  service  itself,  on  the  whole  con- 
tributes a  profit  by  reason  of  the  auxiliary  service  per- 
formed, namely,   the  securing  of  passengers  for  the  road. 
But  I  must  not  fool  myself  by  thinking  that  any  physical 
property  that  is  used  does  not  deteriorate,  and  when  I  am 
endeavouring  to  convey  to  my  chief  who  is  responsible  for 
the  operations  a  true  picture  of  the  hotel  property,  whether 
the  operation  represents  red  or  black  ink  figures,   I  must 
show  depreciation.  Miatever  difference  of  opinion  there  may 
be  about  depreciation  in  railway  accounts,  which  \w  discussed 
fully  the  other  day,  in  my  judgment  there  can  be  no  (question 
that  as  to  auxiliai^y  properties    such  as  hotels  depreciation 
should  bo  charged  on  the  buildings,  furnishings  and  equip- 
ment.    But  you  observed  a  little  while  ago  that  because  it 
v/as  a  bankrupt  thing  there  is  really  nothing  especial  about 
it. 

MR.  FAIRVYEATHER:  You  have  done  me  an  injustice  , Sir 
Joseph, in  that  particular. 

SIR  JOSEHI  FUlVELLE:  I  am  sorry. 

MR.  FAIRVi/SATHER:  I  said  it  was  academic  only  in 
this  sense,   that  in  a  deficit  concern  there  can  be  no  cash 
reserve  of  any  kind,  and  that  therefore  the  calculation  of 
depreciation  would  be  directed  to  informing  the  proprietor 
of  just  the  extent  of  his  loss.     I  feel  I  could  not  put  it  so> 
v/ell  as  you  have  done.  Sir  Joseph,  but  I  am  in  complete 
agreement  with  you  in  regard  to  hotels. 
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SIR  JOSEPH  FLiiVELLE:  That  is  to  say,   if  you  v/ere 
putting  depreciation  in  v;hich  you  say  has  not  been  put  in, 
would  you  put  it  in  just  the  same  v/hether  it  y^&s  a  red  ink  i 
or  a  hlaok  ink  hotel? 

l! 

IvIR,  FAIRWEATHER:  Yes,   sir.  | 

I 

LORD  ASHFIELH:  Shall  "ve  take  the  total  amount  of 
money  invested  in  your  hotels? 

IIR,  FAIRV;EATHER:  Yes,  sir.  The  total  investment 
in  our  hotels  at  DecemherSL,  1930, was  ^|^2E,  174, 701.76. 

LORD  ASHFIELD:  Book  value? 

MR.  FAIRWEATHER:  That,   sir,  represents  the  book 

va lue . 

LORD  ASHFIELD:  Why  did  you  arrive  at  a  figure  of 
sixty-six  years? 

MR.  FAIRV:rEATHER :  Your  Lordship,  I  figured  that  from 
the  experience  in  the  Interstate  Commerce  Commission  with 
regard  to  their  attempts  to  depreciate  buildings  the  pure 
obsolescence  feature  of  depreciation,  the  portion  v/hich  could 
not  be  made  good  by  repairs,  would  not  exceed  1-g-  percent  on 
a  sinking  fund  basis.     If  you  choose  a  straight  line  basis 
that  would  correspond  to  about  2-|-  percent. 

LORD  ASHFIELD:  I  suggest  we  take  Z-^  percent.  l^Vliat 
would  be  the  amount  at  S-g-  percent? 

MR.  FAIRViEATHER :  The  buildings  run  to  |15, 880,822.05. 

LORD  aSHFIELE^:  Now  we  v/ill  take  2-|-  percent  on  the 
115,880,000.     Hov;  much  is  that? 

Iffi.  FAIRWEATHER:  Do  you  mind  if  I  speak  in  approximate 

f  igijires? 

LORD  ASHFIELD:  Q,uite  so. 

MR.  FAIRl'/EATHER :  That  would  be  close  to  $400,000  a 

year. 
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LORD  ASHFIELD:  What  ¥/ould  be  the  total  amount  of  the 
depreciation  fund  on  a  straight  line  basis  at  2^  percent 
per  year  to  date? 

m,  FAIRVCATHER:  .From  the  inception  of  the  hotels? 

LORD  ASHFIELD:  In  round  figures. 

MR«  FAIRWEATHER:  Well,  Your  Lordship,  the  difficulty 
is  that  v;ith  the  records  which  I  presently  have  I  do  not 
know  the  exact  age  of  a  good  many  of  these  hotels. 

LORD  ASHFIELD:  Could  you  make  some  estimate?  Won't 
that  do  for  the  purpose? 

FAIRWEATHER:  I  can  make  an  estimate;  I  have  not 
as  yet  made  one.     I  confine  myself  to  the  calculation  of  de- 
preciation accruals  in  this  eight  year  period » 

THE  CHAIRMAN:  Depreciation  what? 

MR.  FAIRl^/EATHER :'  Accruals. 

LORD  ASHFIELD:  Then  it  goes  further  back  than  that? 

ICR.  FAIRV/EATHER:  Yes,  there  would  be  considerable 
accrual  of  depreciation  in  the  prior  period. 

LORD  ASHFIELD:  What  has  happened  to  that? 

lERc   FAIRV/EATHER:  We  have  never  set  it  up. 

THE  CHAIRlvTAW:  Depreciation  in  relation  to  hotels 
does  not  appear  in  the  books  at  all? 
MR.   FAIRWEATHER:   No,  sir. 

LORD  ASHFIELD:  YJhat  has  happened  to  losses  prior  to 

1923? 

Iffi.   FAIRWEATHER:  Losses  come  into  our  general  income 
and  are  absorbed  as  part  of  our  deficit.  Of  course,   this  de- 
preciation being  a  non-cash  item  does  not  affect  our  cash 
position,  but  it  would  affect  our  profit  and  loss  balance. 

THE  CHAIRMA.N:  Vifhat  would  be  the  character  of  the 
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MR.  FAIRV/E/iTHER :  There  v/ould  be  losses  on  operation, 

sir. 

THE  CHAIRIvlAJI:  I  did  not  mean  that.  You  are  mt  talk- 
ing of  property  losses? 

MR,  FAIRVifEATHER:  I  am  not  speaking  of  property 

losses. 

LORD  ASFFIELD:  I  think  it  v/ould  save  oonsidcralD  le 
time  if  we  asked  Mr.  Fairweather  to  prepare  a  statement  for 
us  which  will  disclose: 

1(a)  The  total  aimount  of  money  invested  in  lands 
for  hotel  purposes  on  the  Canadian  National 
system; 
(13  )  Buildings ; 

(c)  Furnishings  and  equipment, 
MR.  FAIRYi/EATHER ;  V/e  have  that,  sir. 

LORD  ASHFIELD:  Then  snow: 
2(a)  Losses  to  date  on  the  operation  of  the  hotels; 

(b)  Losses  to  date,  including  depreciation  on  a 

2-g-  percent  basis  of  the  book  value  of  the  build- 
ings ; 

(c)  Losses  to  date  on  the  equipment. 
Is  it  5  percent? 

MR.  FAIRV/EATKER:  I  suggest  on  an  average  4  percent, 
but  subject  of  course  to  that  being  a  compound  percentage. 

LORE  ASHFIELB:  It  cannot  be.  Don't  you  renew  that 
from  time  to  time?  Is  that  really  a  depreciation  item  at 
all? 

MR,  FAIRV/EATHER:  Which,  the  equipment  and  furnishirj.^. 
LORD  aSHFIELD:  Surely  that  must  be  renewable  year  by 
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MR.  FAIRVi/EATHER:  Thorc  you  come  into  that  strange 
shadov/land  between  obsolescence  and  depreciation.     I  am 
simply  trying  to  meet  your  Lordship's  views. 

LORD  ASHFIELL;  But  in  the  past  as  you  have  renev^ed 
equipment  due  to  losses  and  breakage  it  is  paid  for.  I 
think  that  might  be  left  out, 

THE  CHAim-IAN:  Leave  out  cq.uipmcnt? 

LORD  A3HFIELD:  Yes.  Leave  that  out  and  give  us  this 
further  statement:  Estimate  as  far  as  you  can  what  these 
items  which  you  have  before  you  noxv  v;ill  be  when  your  hotel 
programme  has  been  completed.    ?/ill  you  also  furnish  us 
v;ith  an  estimate  so  far  as  you  can  of  what  the  losses  will 
bo  on  operation,   including  depreciation  upon  the  hotel 
investment  account  in  the  future  years? 
IvTR.  FAIRWEATHER:  Yes,  sir. 
THE  CHAIRI'M:  Do  you  want  that  in  bulk  or  related 
to  individual  hotels? 

LORD  ASHFIELD:  I  only  want  it  as  a  total  amount.  I 
cannot  see  that  any  purpose  will  be  served  by  splitting  it 
up.     It  is  only  a  q.ueGtion  of  policy«     It  is  the  total  amount 
that  is  of  interest. 

SIR  JOSEPH  FLAVELLE:  Might  I  suggest,  Mr.  Chairman, 
referring  for  a  moment  to  what  has  been  said  in  everyone 
of  our  meetings,   for  it  is  of  profoimd  importance  in  every 
one  of  our  operations.  For  instance,  dealing  with  factory 
machinery,  I  would  take  off  10  percent  for  depreciation,  and 
charge  it  to  charges  as  well  as  keep  the  machinery  in  repair. 
¥/here  you  carry  on  a  hotel  there  comes  a  period  when  you  have 
to  refurnish.     If  you  charge  all  that  to  the  charges  of  the 
year,  and  show  a  deficit  on  the  year  by  year  renewals,  then 
you  have  met  the  point  His  Lordship  raises.     If,  on  the 
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other  hand  you  follov;  a  very  common  practice  and  do  not 
charge-  depreciation,  when  you  come  to  a  renowa,!  the  cost 
goes  to  capita.1  investment,   it  does  not  go  into  the  charges 
of  the  year.     Not  one  operator  in  fifty  does  it  that  way. 

MR.  FAIRl/l/EATHER :  The  Canadian  National  Railway  does. 
V/c  have  spent  truly  enormous  sums  of  money  in  renovating 
our  hotels  and  charged  that  to  operation. 

LORD  ASEFIELD:       In  any  event,   in  arriving  at  your 
not  figure  with  respect  to  operation  you  make  provision  for 
ronev/al  of  furnishings  and  equipment? 

MR.  FAIRV/EATHER:  Yes,  sir. 

COMOSSIOI^^R  LOREE:  You  have  heard  me  speak  of  th^ 
Ladies  College  in  vjhich  I  am  interested.    Wo  charge  for 
depreci8-t  ion  3  percent  on  buildings  and  15  percent  on  fur- 
niture, equipment  and  so  on.    Last  year  wo  wrote  dovm 
the  capital  account  'oy  $85,000  and  invested  the  money,  not 
in  those  particular  items  but  in  the  purchase  of  property. 
You  think  we  v/ere  at  liberty  to  do  that? 

SIR  JOSEPH  FIAVELLE:  Yos.  I  am  not  thinking  at  all 
that  in  providing  liberally  for  e,mortization  the  money  ?;ill 
bo  set  aside  in  a  separate  fund,     I  am  thinking  it  m2-y  go 
back  into  the  enterprise.     But  you  are  quite  clear  that  you 
are  keeping  up  the  property  by  charging  into  the  property 
vjhat  is  the  proper  depreciation  charge,  because  I  think 
when  property  suffers  by  use  it  is  just  as  much  a  charge  as 
v/ages. 

MR.  FAIRV/EATHER:  Quite  right. 

THT  "HAIWiivr;:  I  understand  you  to  say,  Mr.  Fa,ir- 
v/eather,  that  in  your  books  depreciation  is  charged  to 
operating  expenses.     I  am  speaking  of  furnishings  alone. 
Renewals  and  so  on  are  paid  out  of  operating  expense s'2 
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W.,  FAIRWEATHER:  In  our  books  as  property  becomes 
obsolescent  a,nd  is  rcnev;ed  the  cost  is  charged  to  operating 
expenses.     For  instance,   if  a  bath-room  becomes  obsolete 
in  type  v/c  renew  it  in  eji  improved  type  and  charge  the  cost 
to  operating  expenses;    the  saine  with  carpets  and  with  fur- 
niture.   Mr,  Mallory  just  mentions  to  me  now  that  wo  are 
incurring  a  large  expenditure  of  that  character  at  the 
Maodonald  Hotel  at  Edmonton  and  the  Brandon  Hotel. 

MR.  MALLORY:  We  have  quite  a  little  programme  of 
rocarpeting  and  bed  replacements  v>/hich  vail  be  charged  to 
operating  expenses. 

THE  CHAIRl^AN:  That  would  not  enter  into  the  capital 
account  for  the  eight  years? 

MR.  FAIRV/EATHER :  No.   sir,  v;e  are  not  pyramiding  our 

capitalt 

THE  CHAIRMAN:  Does  that  cover  the  point? 

SIR  JOSEPH  FLAVELLE:  Yes.     Before  you  leave  the 
subject  of  hotels,  Mr.  Fairweather,  might  I  ask  what  you 
do  with  the  interest  on  the  investment? 

MR.  FAIRVil]ATHER :  The  interest  on  the  investment 
appears  in  the  interest  on  the  funded  debt  of  the  system, 
and  therefore  serves  to  swell  the  deficit  of  the  system. 
I  m.ay  say  for  the  information  of  the  Commission  that  I 
drev/  out  a  statement  showing  separately  the  interest  on 
the  hotels,  and  credited  that  interest  back  to  the  railvjay 
operations,   so  that  you  could  get  a  proper  picture  of  the 
hotel  operations  and  of  the  rail  operations. 

SIR  JOSEPH  FLAVELLE:  But  you  do  not  use   your  in- 
terest as  a  charge  against  rail  operations? 
MR.  FAIRV/EATHER:  Oh  yes. 

SIR  JOSEPH  FLAVELLE:  You  do  as  against  net  revenue? 
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MR.  FAIR¥/EATHER:  Yes,  as  against  net  revenue. 

SIR  JOSEPH  FLAVELLE:  But  not  as  against  net  operation? 

MR.  FA IRV/EATHER :  We  do  cliarge  interest,  and  in  every 
fresh  venture  of  capital  we  always  consider  the  interest 
charge. 

SIR  JOSEPH  FLAVELLE:  To  be  charged  where? 
MR.  FAIRVi'EATHER:  Against  the  operation. 

SIR  JOSEPH  FLAVELLE:  You  paid  $1,158,000  of  interest 
on  the  hotels,  which  you  shov;  on  the  statement  you  gave  me. 
This  is  the  one  you  furnished  in  reply  to  my  q.uestion.  What 
do  you  do  with  that  $1,158,000  interest  on  the  invested 
capital? 

IilR.  FAIR?/EATHE£:  That  interest  in  our  system  of 
accounts  vjould  be  found  in  our  interest  on  funded  debt. 

SIR  JOSEPH  FLAVELLE:  Mr.  Chairman,   to  me  this  is  a 
very  important  distinction. 

THE  CH/imM:  Yes. 

SIR  JOSEPH  FLAVELLE:  Oi^erating  a  railway  there  is  a 
well  established  practice,  which  I  accept  because  it  is 
follov/ed  by  all  railways  and  financial  companies  in  re- 
lation to  interest.  Railway  men  according  to  the  standard 
methods  of  accounting  recognize  as  operating  expenses  only 
a  part  of  the  expenses,  and  they  talk  of  net  revenue  before 
they  have  all  their  charges  set    down.  They  deal  with  main- 
tenance of  way  and  other  things  that  can  be  kept  in  repair 
and  call  those  charges  operating  expenses.     But  now  we  come 
to  a  supplementary  thing,  namely,  hotels.     Surely  when  we 
divert  a  body  of  capital  away  from  the  ordinary  railv/ay  oper- 
ation,for  the  purpose  of  ascertaining  the  value  of  these 
hotels  to  the  system  there     should  be  charged  against  Inotels 
interest  on  the  capital. 
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MR.  FAIRV/EATHER:  It  is. 

SIR  JOSEPH  FLAVELLE:  Ho.  You  keep  it  all  right,  but 
you  do  not  show  it  on  the  profit  and  loss  sheet.  You  tell 
me  it  goes  into  the  funded  debt. 

MR.  FAIRWEATHER:  V/e  do  that  now,  sir. 

SIR  JOSEPH  FLAVELLE:  There  is  |1, 158, 000  of  interest. 
V/hat  was  done  Yath  that? 

THE  CHAIRIM:  It  is  on  page  3. 

SIR  JOSEPH  FLAVELLE:  In  this  statement  —  which  is 
not  the  same  as  the  one  I  have  before  me,  but  is  the  same  - 
as  the  one  I  lent  you       you  do  charge  interest  on  capital 
invested  in  hotels  and  show  a  loss  of  (;]7, 1^^2, 672  on  oper- 
ation.   Are  these  statements  in  accordance  with  your  usual 
practice,  showing  the  hotels  operated  at  a  loss  of 
$7,162,672  during  the  year? 

COmnSSIOMR  LMM:  Not  during  the  year;  it  is  the 
eight  year  period. 

MR.  FAIRV/EATHER:  There  has  been  a  change  in  our 
practice.  Sir  Joseph.     The  point  you  raise  is  one  that  in  my 
opinion  is  very  important.     There  was  a  time  when  Vife  wore 
investing  capital  in  outside  operations  and  not  charging 
against  them:  the  interest.     The  result  was  that  the  profit 
and  loss  sheets  of  those  outside  operations  vi/orc  distorted,  • 
and  the  men  charged  v;ith  those  enterprises  over  estimated 
their  value.    V/e  have  changed  that  and  currently  v;e  charge 
interest  against  them.  They  do  not  like  it  very  well,  but 
in  any  event  vjo  are  doing  it.     Now  when  v./e  prepare  our  sys- 
tem income  account  those  interest  charges  are  all  wlm.t  we 
call  inter-system  eliminations,  otherwise  of  course  they 
would  conflict  with  the  funded  debt  statement  of  the  parent 
company.    Have  I  made  myself  clear? 
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SIR  JOSEPH  FLAVELLE:  Yes.  That  is  exactly  the  thing 
I  challenge , 

MR.  FAIRWEATHER:  For  the  purpose  of  each  msji^s 
individual  operations  he  is  charged  interest.     That  inter- 
est is  in  our  funded  debt,  and  v^hen  xvo  carry  these  proper- 
ties into  our  consolidated  income  accoant  in  order  to  show 
v\/hat  ha.s  happened  v;e  naturally  have  a  number  of  inter- 
company eliminations.     For  instance,  the  Canadian  National 
RailY/ays  may  advance  money  to  a  subsidiary  company,   say  to 
the  Magara,   St . Catharines  &  Toronto  RailYi/ay,  and  the  income 
account  of  the  St .  Catharines  RailvjEiy  will  shovj  the.t  interest. 
SIR  JOSEPH  FLAVELLE:  Debited  against  it? 

FAIRViEATHER:  Debited  against  it.     Ifow  the  oper- 
a.tions  of  the  railway  company,  if  we  carried  through  the 
complete  accounting,  vv'ould  show  a  credit  item  representing 
the  accrual  of  interest  against  the  St .  Catharines  Railv/ay, 
and  there  would  o.lso  be  a  debit   item  representing  its  obli- 
gations to  the  public. 

THE  CHAIRl'IAN:  What  do  you  mean  by  the  public? 
SIR  JOSEPH  FLAVELLE:  The  funded  debt. 
¥R,  FAIRV/EATHER:  When  we  throw  them  together  the 
inter-company  debit  and  credit  simply  v>/ashed  each  other  out, 
and  you  have  left  the  interest  on  the  funded  debt  as  shown 
in  the  income  account.     But  in  recognition  of  the  bad 
principle  that  the  operators  of  subsidiaries  were  not  being 
charged  with  interest  on  their  capital,  we  have  started  to 
charge  that  interest  against  them. 

SIR  JOSEPH  FLAVELLE:  How  long  has  that  been  in 

force? 

IvIR.  FAIRWEATHER:   I  believe  it  started  about  a  year 

ago. 
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MR.  miiORY:  Yes. 

COM&lISSIOl'TER  LEI\M:  Hov7  Yjould  you  distinguish  as 
between  the  interest  on  yo^ur  funded  debt  and  the  interest 
on  government  "borrowings? 

MR.  FAIRVi/'EATHER:  We  make  no  fundamental  distinction 
at  all,  V/e  charge  interest  on  both,  and  it  is  shown  in  our 
income  account  on  both. 

COmilSSIOlER  LEMAI;  I  wanted  to  bring  that  point 
out  to  show  that  you  took  your  interest  into  consideration 
whether  it  was  derived  from  government  borrowings  or  from 
funded  debt. 

IvIR.   FAIUV/EATKER :  Yes,   sir.  And  what  is  v/orse  than 
that,  we  even  charge  ourselves  interest  for  monies  advanced 
to  pay  for  deficits,  v;hich  I  think  is  an  absurd  principle. 

SIR  JOSEPH  FLAVELLE:  I  agree  with  you  entirely,  I 
think  that  is  v;holly  wrong.     But  let  us  get  at  the  conclus- 
ion of  this  as  it  affects  the  presentation  of  your  earnings. 
If  you  eliminate  your  interest  charges  from  the  debit  side 
because  you  are  going  to  wash  them  all  out,  and  show  them 
as  against  the  funded  debt,  then  you  are  going  to  shov\/  an 
increased  body  of  earnings  applying  on  funded  debt,  because 
you  have  taken  out  the  interest  as  a  debit  charge  and  you 
shov/  your  hotels  relatively  and  every  other  subsidiary 
enterprise  no  longer  bearing  its  interest  charges,  How, 
why  not  continue  your  separate  organization  and  carry  into 
your  interchange  balance  sheet  representing  the  v;hole  the 
true  position  of  each  one  of  them  and  the  earnings  which 
accrue  for  the  purpose  of  meeting  that  capital  debt? 

MR.  FAIRVffiAT'HER :  I  think,  Sir  Joseph,  that  would  be 
a  forward  step.  It  v>/ould,  however,  complicate  our  account- 
ing. 
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SIR  JOSEPH  FLAVELLE:  It  should  not  comiDlicate  the 
accounting  at  all.     If  you  on  the-  one  hand  say^"For  the 
purpose  of  disciplining  our  people"        v\/hich  is  the  most 
valuatile  thing  —  "v\/g  are  charging  them  with  interest  on 
the  in"^i^stment ,  hut  they  have  not  earned  any  money  to  pajr 
that  interestlLater  v;hen  you  come  to  present  your  accounts 
to  the  government  you  shov;  that  your  earnings  are  earnings 
with  the  interest  pulled  out  of  those  accounts  so  far  as 
hotels  are  concerned  and  throvm  into  one  single  account, 

m,  FAIR'i/EATHER:  Yes,  Sir  Joseph,   that  is  what  we 
dOo     The  other  method  I  think  would  be  preferable.  It  would 
shov;  our  railv/ay's  rail  operations  more  favourably  and  the 
hotel  operations  loss  favourably. 

SIR  JOSEPH  FLiiVELLE:  In  other  words,   it  is  thu  truth 

IvIR,  FAIRV/EkEIER:  Yes,  sir. 

C0T;/3.IISSI0MiE  LMM:  But  you  might  be  showing  your 
railway  operations  improved  through  the  deficit  incurred 
in  your  hotel  operations. 

SIR  JOSEPH  FLAVELLE:  That  is  a  thing  you  cannot 
avoid  in  your  books.     But  when  it  comes  to  deciding  whether 
to  carry  on  another  hotel,  it  is  important  to  Icnow  what  is 
the  story  of  the  hotels  you  already  have. 

MR.  FAIRV/EATHEE:  In  regard  to  that,  as  I  said  before 
when  venturing  new  capital  wo  always  debit  that  capital  with 
intert,st  charges  and  also  ?/ith  depreciation. 

LORD  ASHFIELD:  Y/ould  it  not  be   just  as  well  to  leave 
out  the  cents  column  in  all  those  statistical  financial 
statements  prepared  for  the  Commission?    It  only  adds  a  lot 
of  figures  that  mean  really  nothing  at  all  to  us. 

SIR  JOSEPH  FLiil/ELLE:  Yes. 
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LORD  aSHFIELD:  Is  that  agreed? 
THE  CHAmM:  Yes, 

SIR  JOSEPH  FL/lVELLE:  For  instance,  in  discussing 
yoor  hotel  policy  and  work  your  senior  gave  us  an  expres- 
sion of  his  belief  that  the  v7hole  of  the  investment  in  the 
hotel  properties,   one  being  the  hotel  vje  visited  the  other 
day  at  Jasper,  had  been  met  by  income  derived  and  some 
$800,000  besides.     In  looking  at  your  statement  to  me  in 
relation  to  that  I  was  in  confusion  as  to  how  that  occurred, 
Jasper  having  an  investment  of  i'S,  576, 000. 

MR.  FAIRWEiiTHER:  Sir  Joseph,  would  you  like  me  to 
give  you  the  details  behind  Sir  Henry's  statement? 

SIR  JOSEPH  FLaFELLE:  I  should  be  glad  to  receive 
that.  This  statement  shov;s  you  have  red  ink  figures  of 
fi298,715  and  interest  charges  of  $128,000.     It  vould  take 
that  a  long  time  to  absorb  the  capital  out  of  the  red  ink 
figures . 

im.  FAIRV/EATHER :  I  made  a  study  of  that  situation 
for  Sir  Henry.     It  is  extremely  difficult  in  general  to 
trace  to  the  railway  the  benefit  of  tiie  hotel  investments, 
We  do  not  ask  our  hotel  patrons  v\/hether  or  not  they  travel 
by  our  railv^ay,  but  Jasper  Park  is  unique  in  that  you  cannot 
get  to  it  unless  you  travel  by  the  Canadian  National  Rail- 
way s . 

LORD  ASHFIELD:  You  place  to  the  credit  of  this 
investment  all  of  the  passengers  v/ho  go  to  Jasper  Paric? 
MR.  FAIRWEATHER:  Yes. 

LOPJ)- ASHFIELD:    That  is  how  you  arrive  at  that  net 
figure  a  You  do  assume  that  a  passenger  goes  to  Jasper 

Park  and  would  not   travel  anyvi/here  else  on  the  Canadian 
jMational  Railways? —  Which  is  a  strong  assumption. 
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MR.  FAIRY/EAIPIER :  It  is  a  strong  assumption,  but 
there  is  such  a  margin  to  allov;  for  errors  of  that  kind. 
"While  the  argument  should,  not  be  pushed,  to  an  extreme,  I 
do  believe  it  is  a  stimulus  to  travel.     B^^'iefly  —  I  will 
not  read,  all  of  this,   sir,  —  after  deducting  the  cost  of 
direct  advertising,  the  revenues  accruing  from  movement  of 
passengers  to  and  from  Jasper  amounted  to  |4, 678,000.  That 
is  the  rail  revenues,   it  has  nothing  v\/hatever  to  do  with  the 
hotel.     Then  I  estimated  the  additional  cost  to  the  railv^ay 
of  carrying  thc^t  traffic  v/as  $745,000,  made  up  of  additional 
car  mileage  and  train  mileage  and  special  train  and  dining 
car  service.     That  left  about  |4, 000, 000  of  traffic  which  we 
claim  was  stimulated. 

SIR  JOSEPH  FLAVELLE:  For  one  year? 
MRo  FAIRY/EATHER:  No,   that  was  for  the  period. 

SIR  JOSEPH  FLiiVELLE;  Then  you  take  from  that 
$4,000,000  the  loss  for  operation  and  the  interest,  and  ■ 
you  deduct  that  from  the  capital  cost  of  the  property,  and 
say  you  have  made  $100,000? 

MR.  FAIR  ;(/EATHER;  That  is  just  a  way  of  expressing 

it. 

SIR  JOSEPH  FLAVELLE:  Quite.  Of  course,   it  is  per- 
fectly legitimate,  Mr.  Chairman,  taking  the  hotels  as  part 
of  the  railway  enterprise,   that  credit  should  be  given  for 
the  increase  of  traffic  that  comes  to  the  3?ailway  because 
the  hotel  is  there» 

TEE'  CHx.I?JI/^IT:  Gcrtr.inl^^. 

SIR  JOSEPH  FLaVELLE:  There  is  room  for  a  tremen- 
dous difference  of  opinion  as  to  how  much  of  that  traffic 
was  drawn  by  the  hotel,  or  hov/  much  just  stopped  off  and 

staid  at  the  hotel  because  they  heard  of  it.  However, 

Page  118  follov/s. 


If 


c 


-    118  - 


Mr .  Fair-vv  eat  he  r 


Sir  Henry  did  take  cognizance  of  the  interest  and  of  the 
loss  of  operating  the  hotels,  and  you  in  your  turn  made  an 
attempt  to  estimate  hov/  much  should  he  credited  to  the  hotel. 
You  say  in  your  judgment  that  during  that  time  ^4,500,000 
v;or"feh  of  railvvay  tickets  were  sold  that   otherwise  would  not 
have  been  sold  if  the  Jasper  Hotel  V7as  not  there, 

THE  CHAimiA-N;  I  thought  you  said  that  included  all 
the  passengers  who  stopped  off,  and  then  you  deducted  the 
cost. 

Iffi.  FAIRV/SA'B-IER:  I  simply  said  to  what  extent  that 
would  be  discounted. 

THE  CHAlRl/M:  Your  figure  of  |4, 000, 000  is  a  gross 

figure? 

MR.  FAIRVffiiTHER:  Yes,  sir. 

COMaSSIOKER  V/EBSTER:  Are  you  distinguishing  between 
passengers  v;ho  stopped  at  Jasper  Lodge  and  those  who  stopped 
at  the  other  hotels  in  Jasper? 

MR.  FAIRV/EATHER:  ITo.  These  are  only  tickets  that  are 
sold  to  and  from  Jasper  station. 

COmiSSI OlER  V/EBSTSR;  Must  you  not  distinguish  in 
order  to  attribute  the  proper  share  to  the  Lodge? 

MR.  FAIRWSATHER:  There  would  be  nothing  there  if  we 
had  not  put  up  Jasper  Park  Lodge, 

COiailSSIOEER  WEBSTER:  So  far  as  the  railway  is  con- 
cerned, the  other  hotels  got  some  of  the  benefit, 

I\([R.  FAIR;/EaTHER:  But  they  only  came  in  after  our 
Lodge  v/as  established, 

THE  CHAIRiVIiAlir:  You  say  that  is  business  produced  by 
the  Lodge? 

MR.  FAIRY/EATHEli:  Yes, 

THE  CHAlRivIAK':  Then  you  assume  all  those  tickets  were 
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for  Jasper  Park,  and  you  deduct  tho  cost  of  travel? 
MR.   FAIR-/EA.THER:  Yes,  sir. 

THE  CKAIRMA.N:  You  have  not  rnadc  any  estimate  really 
as  to  how  much  deduction  you  ought  to  make-  in  allov^/ances 
for  other  factors? 

m,  FAIRViEATHER :  No,   sir,   I  have  notj  but  as  I  have 
said  to  His  Lordship,   the  disparity  is  so  great  that  you 
could  discount  the  thing  50  percent  and  you  v^o  uld  still  have 
a  handsome  situation. 

SIR  JOSEPH  FIAVELLE:  That  is  fair;  it  is  only  a 
question  of  proportioHo  \Yhat  is  the  investment  in  the 

hotel  at  Vancouver?    I  think  you  were  under  tho  impression, 
Mr.  Chairman,  that  the  hotel  grew  out  of  a  commitment  of 
the  Canadian  Northern.     I  understand  that  |3, 500, 000  v;as  the 
extent  of  the  commitment  under  the  Canadian  Northern  arrange 
ment  as  v7orked  out. 

THE  CHAIRIitAN:  You  are  familiar  with  that,  Mr. 
Fair\7eather.     You  might  state  what  it  is. 

lAR.   FAIRVffiATHER:  Yes.  I  hardly  think  Sir  Joseph  has 
fully  realized  the  extent  of  those  commitments.  The 
Canadian  Northern  made  3.n  cgreement  with  the  City  of  Van- 
couver v;herebyit  got  certain  concessions  in  Vancouver,  but  - 

THE  CHAIRlvIAN:  These  concessions  really  meant  the 
handing  over  of  certain  land  to  you;  that  is,  the  land  vi/as 
transferred  to  you  in  fee, 

m,  FAIRV/S/iTHER:  Yes,  sir. 

TliE  CHxiIRlvIAN;  These  were  lands  from  the  City  of 
Vancouver  and  the  Department  of  the  Provincial  government? 

MR.  FAIRV/EATHER :  Yes,   sir.  The  Canadian  Northern  in 
turn  had  undertaken  very  heavy  obligations;  they  v/ere  under 
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oontracstto  "build  a  station  of  a  certain  magnificence  and 
a  hotel,  and  instead  of  running  on  the  surface  they  v;ere 
supposed  to  construct  a  tunnel.     They  v\/ere  also  .'under  ohli- 
gation  to  fill  the  False  Creek  area. 

THE  CHA.IRMAN:  The  whole  area? 

MR.  FAIR'"/EATHER:  A  certain  portion  of  it,   sir.  Of 
course  you  get  into  the   question  of  debits  and  credits, 
because  if  you  filled  False  Creek  you  vi/ould  be  creating  a 
value  naturally. 

THE  CKaIRJM-N:  Or  was  the  agreement  just  to  fill 
that  part  of  False  Creek  which  was  conveyed  to  you? 

IIR.   FAIRV/EATHER:  It  was  just  the  part  v^/hich  was  con- 
veyed to  us,  as  I  understand  it.     But  in  the  whole  it  v\/as 
a  very  substantial  thing.  Now,  v\/hile  I  have  a  general  knov/- 
ledge  of  the  situation,   I  have  not  the  detailed  knoviiledge 
sufficient  to  la,y  before  you  at  this  time. 

THE  CHAlRi'M:  Do  you  know  whether  in  fact  title  v/as 
conveyed  to  the  Canadian  Llorthern? 

li/IR.  FAIRvjEATHER:  I  could  not  say  definitely,  but  I 
have  with  me  Mr,  G-zov^ski,  v>/ho  negotiated  with  the  City  the 
doing  away  of  the  old  agreement  and  substituting  for  it  the 
new.  It  is  my  impression  from  v/hat  he  says  to  me  that  if  we  had 
been  held  to  the  letter  of  our  contract  the  cost  of  the 
Canadian  national  Railv/ays  would  have  been  a  very  substantial 
sum.     It  rijuns  in  my  mind  it  was  a  matter  of  |15,000,000o 

SIR  JOSEPH  FLAVELLE:  V/ill  you  and  Mr.  Gzowski  and 
Mr.  Roberts  collaborate  together?  Yesterday  I  heard  one  of 
your  officers  make  such  a  statement  as  you  make,  and  I  heard 
it     corrected.     I  vjonder  whether  the  correction  is  right  or 
no  t . 

MR.  FAimVEATHER :  Is  that  satisfactory? 
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the  Pacific  Coast. 

LORD  ASHFIELD:   It  begins  with  ZJ  and  ends  with  vari- 
ous tables  dealing  with  the  Canadian  Government  Merchant 
Marine. 

I^,  FAIRVffiATHE'A:  That  operation  of  course  v;as  a  vjar 
enterprise  of  the  Canadian  government, 
THE  CmiRMAJI:  It  began  in  1918. 

IvtR.  FAIRWEATHER:  But  it  was  distinctly  a  v;ar  measure 
and  it  v/as  turned  over  to  us  for  operation. 

THE  CHAIR&/LM;  Where  do  those  ships  operate? 

MR.  FAIRWEATHER:  Our  chief  services  at  the  present 
time  are  intercoastal  services  between  Vancouver  and  Mont- 
real, and  between  Montreal  and  Australia;  then  vje  have  a 
service  going  dovm  to  the  South  American  ports.  That  I  think 
about  completes  the  services  \ie  have  with  the  C.G.M.K. 

THE  CHAIR5M:  The  investigation  of  this  portion  of 
the  government  ships  as  such  does  not  strictly  come  vi/ithin 
the  order  in  council.     Shipping  in  Canada  v/e  have  to  deal 
with.     On  the  other  hand  — 

SIR  JOSEPH  FLAVSLLE:  They  are  part  of  the  operating 
expenses . 

LORD  iiSHFIELD:  It  might  be  useful  to  the  government 
if  they  had  a  sunnmary  of  all  of  their  obligations  in  respect 
to  transport.     V/e  may  have  to  make  a  note  of  this, 

SIR  JOSEPH  FLAVEILE:  You  arc  thinking  that  under  our 
reference  vje  have  not  the  right  to  do  it  in  relation  to  the 
private  corporation? 

THE  CHAIRMAN:  Ho.  The  order  in  council  is  limited  to 
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transportation  and  shipping  in  Canada o     Tho  Trans -Atlantic 
steamships  of  the  Canr.dian  Pacific  Railv;ay,   for  example, 
are  not  included,  as  a  substantive  part  of  the  inquiry.  On 
the  other  hand  I  should  think  it  likely  that  it  might  be  a 
matter  for  consideration  as  to  vyhether  it  would  "be  right  to 
call  the  attention  of  the  government  to  some  feature  of  this. 
If  this  is  being  operated  at  a  loss,  there  is  something  the.t 
goes  into  the  national  accounts,  a,nd  it  may  be  that  v;g  should 
go  into  it. 

LORD  ASHFIELD:  We  shall  get  rather  close  to  it  I 
think,  Mr.  Chairman,  v\/hen        come  to  deal  with  the  financial 
position  of  the  Canadian  Pacific  Rail'vvay.     The  Canadian 
Pacific  steamships  are  an  auxiliary  source  of  income  or  loss, 
as  the  case  may  be,  and  therefore  will  come  into  our  report 
at  some  phase  or  other.    We  might  deal  with  those  too  in  a 
general  way. 

THE  CHAimiAIT:  That  was  what  I  had  in  mind  v/hen  I 
mentioned  it.     It  is  a  little  different  from  the  hotels, 
and  from  the  Canadian  National  steamships  as  such;  that  is, 
the  steamships  plying  between  Vancouver  and  Victoria. 

SIR  JOSEPH  FLixVELLE:  Similarily  with  the  Canadian 

Pacific. 

THE  CHklRMAH:  YeSo 

LORD  ASHFIELD:  In  my  reading  of  this  statement  and 
the  statistics  vjhich  have  been  prepared  the  question  that 
presents  itself  to  my  mind,  and  it  is  in  the  form  of  a 
question  to  you,  is  this:  Does  the  information  v>/hich  has  been 
prepared  include  the  results  of  the  operation  of  those 
services  as  a  vjhole  to  date? 

MR.  FAIRWEATHER:  Yes,  sir. 

LORD  ASHFIELD:  Therefore  they  arc  complete,  except 
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that  there  is    again  raised  this  vexed  q,uestioni  of  de- 
preciation. 

MR,  FAIRV/EATHER:  Not  with  regard  to  the  steamships, 

sir<, 

LORD  ASEFIELD:  I  was  going  to  ask  this:  As  I  see 
this  statement  you  appear  to  have  made  provision  for  it? 
MR.  FAIRi^'EATHER:  Yes,  sir. 

LORD  ASHFIELD:  By  v\/riting  down  the  tonnage  value  of 
the  fleet  $10  a  ton. 

MR.  FAIRWrEATHER:  IJo,   sir,  that  was  never  done  so  far 
as  the  Canadian  Gove  mime nt  Merchant  Marine  is  concerned.  It 
is  a  very  involved  subject. 

LORD  ASKFIELD:  Perhaps  you  will  explain  it  then. 

MR.   FAIRV/EATHER:  I  hardly  feel  myself  competent  to 
deal  v;ith  the  subject  in  extreme  detail;  it  is  something  for 
a  trained  accountant.    But  generally  speaking  the  fleet  was 
purchased  at  extremely  high  prices,  and  during  the  oper- 
ations of  course  there  were  deficits,  but  they  v^ere  not  very 
great.     The  depreciation,  hov;over,  on  this  enormous  cost  — 

SIR  JOSEPH  FLAVELLE:  Y/ar  cost, 

MR.  FAIRV/EATHER:  Yes,  vjar  cost,   created  a  very  bad 
profit  and  loss  statement,  ajid  at  various  times  attempts 
vjere  mads  to  have  a  revaluation  of  the  fleet  to  clean  the 
balance  sheet  in  that  manner.     That  v;as  never  done  except 
as  regard  boats  which  might  be  sunk  or  sold  or  transferred 
to  the  V/est  Indies  service. 

LORD  ASHFIELD:  You  say  might;  which  were  sunk  you 

mean. 

m.  FAIRV/EATHER:  Yes. 

SIR  JOSEPH  FLAVELLE:  In  that  case  you  charge  the 
loss  of  the  boat  directly  into  the  operations  of  the  company 
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ICR.  FA.IMMTHER:  As  I  understand  it,  Sir  Joseph,  it 
is  tied  up  to  the  matter  of  insurance.     We  vvill  only  insure 
our  ov;n  fleet  to  a  value,  I  think,  of  something  like  t\venty 
or  tv/enty-f ivo  dollars  a  ton|  anything  beyond  that  is  simply 
taken  care  of  by  the  government.  But  \7henover  a  boat 
passes  out  of  the  consolidated  balance  sheet  of  the  Canadian 
Government  Merchant  Marine,  the  accrued  depreciation  on  that 
boat  is  credited  against  the  depreciation  resei^e;  conse- 
q_uently  the  oonsolidated  balance  shoot  does  not  represent 
at  all  the  total  situation.    The  matter  was  gone  into  fully 
at  the  last  session  of  the  House  of  Commons  committee,  a,nd 
included  in  the  proceedings  of  the  committee    is  an  exhibit 
shov/ing  the  total  cost  to  the  people  of  Canada    of  the 
CanCudiaji  Government  Merchant  Marine  venture  vvith  all  the 
book-keeping  situation  taken  care  of  on  a  uniform  basis. 

SIR  JOSEPH  FLaVELLE:  That  was  something  like 
150,000,000. 

IvIR.  FMRWEiiTHER:  It  was  more  than  that  I  am  afraid. 

COmilSSIOl^R  LERM:   It  was  f,77 ,  347 ,  000. 

ICR.  FAIRY/EATHER:  Yes,  something  like  that.  But  that 
of  course  is  just  the  Canadian  Government  Merchant  Marino. 
If  the  Commission  would  desire  to  interest  themselves  in 
the  detail  of  that,  I  think  preferably  it  should  be  put 
before  you  in  the  form  of  a  considered  and  written  statement. 
Shall  I  do  that? 

THE  CHAIRMAN:  I  thiiilc  that  will    be  better. 

SIR  JOSEPH  FLAVELLE:  Of  course,  we  must  discriminate 
in  this  particular  instance  between  an  enterprise  under  the 
control  and  directed  by  directors  of  the  Canadian  National 
Railv/ay  system,  and  an  enterprise  operated  by  them  for  the 
government  of  Canada  and  institued  by  the  government  of 
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Canada. 

THE  CEAimCAN:  Yes,  it  stands  in  a  different  position. 

MR.  FAIRV/EATHER :  May  I  add  to  what  Sir  Joseph  has 
said,   that  Sir  Henry  Thornton  has  repeatedly  told  "the 
Parliamentary  Committee  in  Ottawa  that  the  Canadian  Govern- 
ment Merchant  Marine  had  no  value  to  the  Canadian  National 
system  as  sach,  and  it  v;as  purely  ^.  matter  for  the  govern- 
ment to  decide  whether  it  had  any  exploratory  trade  valao 
to  the  country.     So  far  as  he  v;as  concerned  he  said  he  would 
Tdc  very  glad  to  "be  relieved  of  the  responsibility  of  adminis- 
tering i  t . 

COIvMISSIOIER  LE]\^M:  Does  the  Canadian  National 
Railv/ay  charge  any  amount  to  the  Canadian  Government  Merchant 
Mc.rine  for  overhead  cjid  supervisory  expenses? 

ICR.  FAIRV/EATHER:  No,   sir.     The  C.G.M.M.  has  of 
course  its  own  supervisory  officers. 

COMIyllSSIONER  LEMAN:  So  the  Canadian  %tional  Railway 
does  that  free  of  cost  to  the  government? 

MR.  FAIRV/EATHER:  Yes,  sir. 

COMCESSEONER  LEMAN:  V^hich  you  would  not  do  for  a 
private  company? 

MR.  FAIRWEATHER:  I  should  say  nDt. 

Canadian  National  I/Vest  Indies  Steamship  Company. 

THE  CHAISl'LAN:   The  V/est  Indies  service  is  a  matteir 
of  treaty. 

MR.  FAIRWEATHER:   The  origin  of  the  Canadian  National 
1/Yest  Indies  Steamship  Company  lies  in  the  trade  treaty 
negotiated  between  the  West  Indies  and  Canada.  Under  the 
terms  of  that  treaty  the  colonies  and  Canada  agreed  to  cer- 
tain reciprocal  tariffs  and  made  provision  by  subsidy  for 
an  adequate  steamship  service.     It  ¥/as  an  obligation  on  the 
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Dominion  government  to  supply  this  sorvico.    I  am  nov\r 
speaking  from  my  own  kiiov;ledgc .    They  cast  aroimd  to  find 
a  commGrcial  steamship  company  which  would  give  the  q.ualit 
of  service  deemed  essential  under  the  treaty  and  handle  it 
for  a  reasonable  subsidy. 
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They  obtained  "bids,  and  they  were  appalled  at  the  cost; 
so  they  thought,  seeing  that  they  had  an  instrument  in  the 
Canadian  Government  Merchant  Marine  and  the  Canadian  Nation- 
al Railways  already  familiar  with  steamship  operation,  that 
they  might  carry  on  this  service  at  a  cost  to  themselves 
less  than  any  subsidy  they  would  have  to  pay  a  private 
enterprise.      They  requested  the  Canadian  National  Railways 
to  prepare  a  proposal  showing  what  the  anticipated  costs 
would  be  on  capital  account,  what  the  anticipated  traffic 

would  be,  and  matters  of  that  kind.      Following  considerable 
negotiation  the  Government  decided  to  create  a  company,  this 
Canadian  National  West  Indies  Steamship  Company,  with  the 
stock  vested  in  the  Minister  of  Finance  and  entrusted  for 
the  purposes  of  operation  to  the  Canadian  National  Railvvay. 
That  is  the  genesis  of  that  service.      Again  so  far  as  the 
Canadian  National  is  concerned  it  is  of  no  value  particu- 
larly to  us  as  a  railway  enterprise. 

LORD  ASHFIELD:    May  I  interrupt  to  ask  you  this 
question  now:    When  this  treaty  was  concluded,  who  became 
responsible  for  the  number  and  type  of  vessels  to  be  put 
into  the  service? 

m,  FAIRWEATHERj     It  was  all  fairly  specifically  set 

forth  in  the  trade  treaty. 

LORDASHFIELD :     There  is  no  obligation  in  that  re- 
spect attaching  to  the  Canadian  National  Railways? 

MR.  PAIRWEATHER'.     Not  at  all,  sir, 

COMMISSIONER  LOREE  :    When  you  say  the  West  Indies, 
who  were  the  other  parties  to  the  treaty? 

MR.  PAIRWEATHER:     Jamaica,  Barbadoes,  Windward 
Islands,  Trinidad,  British  Honduras,  etc. 
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COMMISSIONER  LOREE ;     Including  Bermuda? 
MR.  PAIRVVEATHER:     Yes  sir. 

LORD  ASHFIELD:  Where  is  the  statement  dealing  with 
this  question  --  the  results  of  operation  of  the  subsidized 
service  to  the  West  Indies? 

MRo   PAIRVVEATHER;     It  is  in  that  eight  year  statemen- 
LORD  ASHFIELD:     The  statistical  information,  or  the 
other  one  ? 

MR.  FAIRV\/EATHER:     The  statistical  information. 
LORD  ASHFILD:     I  suggest  that  these  exhibits  be 
numbered  or  indicated  by  letters  in  alphabetical  order,  so 
that  we  can  readily  identify  them. 

MR.   FAIRWEATHER;     Yes        the  information  supplied 
in  reply  to  Sir  Joseph's  questionnaire  can  be  marked  "a", 
and  the  eight  year  book,  which  is  the  receipts  and  expend! 
tures,  can  be  marked  "b". 

LORD  ASHFIELD:     We  are  now  on  "A". 

SIR  JOSEPH  FLAVELLE:     Did  you  follow  any  line  of 
inquiry  as  to  seeing  what  would  have  happened  if  the  Domin- 
ion (3-overnment  had  accepted  the  offer  of  various  people 
to  establish  the  service,  in  contras-t  to  what  did  happen? 
Are  tshese  statistics  available? 

MR.  FAOT/EATHER?     No   sir.       I  can  only  say  this, 
that  I  have  general  knowledge  that  the  people  of  Jamaica 
particularly  were  very  keen  to  have  the  operations  carried 
on  "by  the  Dominion  Government;  they  were  distrustful  of 
private  enterprise.       The  situation  in  Jamaica  that  forms 
the  background  of  this  whole  matter  is  very  confused.  The 
Jamaica  Government  felt  that  the  United  Fruit  Company  w?/3 
strangling  the  life  from  the  banana  producers  of  Jamaica, 
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and.  they  v\fere  influenced  very  directly  by  a  desire  to  curb 
the  activities  of  the  United  Fruit  Company  when  they  entered 
into  this  trade  treaty.      They  wanted  and  would  be  satisfied 
with  nothing  less  than  some  form  of  direct  control. 

SIR  JOSEPH  FLAVELLE:     Have  you  the  operating  results 
of  that  service? 

m.  PAIRWEATHER;     Yes  sir,  you  will  find  the  income 
account  in  book  "A" , 

LORD  ASHFIELD:    When  did  the  operation  of  this  service 

begin? 

MR.  FAIRWEATHER;     In  1929.       In  that  year  it  had  a 
net  income  loss  of  ^1,117,000.      That  includes  depreciation, 
SIR  JOSEPH  FLAVELLE:     But  outside  of  interest? 
MR.  FAIRVffiATHER:     Oh,  that  includes  interest. 
LORD  ASHFIELD:     Interest  on  the  bonds? 
MR.  FaIRVI/EATHER:     Yes  sir. 

LORD  ASHFIELD:    How  is  the  depreciation  on  the  vessels 
arrived  at  $227,000? 

MR.  FAIRWEATHER:     It  is  about  two  and  a  half  per  cent. 

LORD  ASHFIELD:    Two  and  a  half  per  cent  straight  line? 
MR.  FAE  RW/EATHER :     Two  and  a  half  straight  line.  The 
depreciation  in  1930  v^as  $290,000,  on  an  investment  of 
$9,800,000. 

LORD  ASHFIELD:     To  what  account  is  that  loss  carried? 

MR.  FAIRWEATHER:     That  loss  is  carried  to  a  profit 
and  loss  balance  sheet  of  the  Canadian  National  West  Indies 
Steamships,  Limited,  and  each  year  is  submitted  to  Parliament 
and  the  money  is  drawn  down  from  Parliament  to  provide. 

THE  CH^iIRMAN:     It  does  not  go  into  the  Canadian 
National  accounts  at  all? 
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MR.  FAIRWEATHER  2     No,  not  the  Cartadian  National; 
it  is  a  separate  operation. 

LORD  ASHPIELD;    Has  any  estimate  been  prepared,  far 
.future  years  on  this  investment? 

MR.  FAIRWEATHER:     I  hardly  gather  your  question,  sir. 

LORD  ASHPIELD;     I  mean  this:     you  have  a  net  income 
loss  for  1930  of  $1,362,000.       That  includes  depreciation  of 
^288,000  and  provides  for  all  the  interest  charges  upon  the 
capital  invested.      The  loss  of  |1, 362,000  for  that  year  was 
provided  for  out  of  government  funds? 

MR,  FAIRWEATHER:     May  I  explain  there,  sir? 

LORD  ASHFIELD:    Excepting  depreciation. 

MR.  FAIRWEATHER:     Excepting  the  interest,  too 
that  is,  the  interest  to  the  Government,      All  that  we  would 
draw  down  from  the  Government  would  be  the  cash  necessary  to 
carry  on  the  activities. 

LORD  ASHFIELD:     As  I  see  it,  Mr.  Chairman,  all  that 
the  Commission  will  be  interested  in  wilx  be  the  information 
that  is  prepared  now,  which  I  assume  is  going  into  our  re- 
port, togethe..'  with  a  forecast,  made  by  whoever  is  respon- 
sible,  for  the  operation  of  this  Canadian  National  West 
Indies  Steamships,  Limited,  for  the  next  few  years,  just  as 
we  have  asked  for  it  for  the  railways. 

THE  CHAIRMAN:     It  is  not  a  substantive  part  of  the 
matter  we  are  to  inquire  into. 

LORD  ASHFIELD:     It  is  a  further  burden  falling  upon 
the  Government  in  respect  of  steamship  services. 

THE  CHAirMAN:     Outside  of  Canada. 

LORD  ASHFIELD:    That  is  right. 

COMMISSIONER  LEI.IAN :     It  comes  into  the  financial 
picture,  though. 
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THE  CHAIRMAN?    Yes,  but  I  presume  all  the  finances 
would  automatically  come  into  the  financial  picture.  Here 
is  a  treaty  they  have  entered  into  with  the  West  Indies  for 
a  steamship  service  which  is  not  a  steamship  service  in 
Canada.       It  is  perfectly  true  that  the  Canadian  National 
operate  it  for  the  Government. 

SIR  JOSEPH  PIAVELLE:     But  it  should  not  bo  included 
in  their  figures;  they  are  not  responsible  at  all. 

THE  CilAIRMAN;     No;  we  could  not  properly  investigate, 
for  example,  the  operation  of  the  line, 

SIR  JOSEPH  FLAVELLE:    How  are  you  paid  for  your 

services? 

M R .  FA IR'JVE ATHER  :    A  s  ma na ger  s ,  s i  r  ? 
SIR  JOSEPH  FLAVELLE:  Yes. 

MR,  FAIRWEATHER:     We  get  no  pay  at  all;     we  are 
philanthropist  s . 

SIR  JOSEPH  FLAVELLE:  Excellent. 

THE  CHAIRLIAN:     It  is  not  a  source  of  revenue  to 
them  at  all? 

MR,  FAIRWEATHER:     No  sir. 

THE  CHAIRIVIAN:    Neither  a  source  of  revenue  nor  a 
source  of  disbursement. 

LORD  ASHFIELD:     Let  us  see  how  far  this  altruis.tic 

view  goes. 

SIR  JOSEPH  FLAVELLE:     Through  the  currency  of  the 
accounts  you  provide  the  cash? 

MR,  FAIRWEATHER:     We  act  as  bankers,  sir, 

SIR  JOSEPii  FLAVELLE:     And  at  the  end  of  the  year 
the  Government  assumes  the  loss. 

MR.  FAIRVVEATHER:     We  have  an  accounting. 
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SIR  JOSEPH  FLAVELLE:    And  they  take  off  your  hands 
any  liability  for  it? 

MR.  FAIRWEATHER:     Yes  sir. 

THE  CHAIRMAN:     Now  we  come  to  your  own  steamers, 
which  do  form  part  of  the  picture. 

MR.  PAIRVIEATHER:     Yes  sir        that  you  will  find  in 
"A";  it  is  the  last  of  section  J. 

THE  CHAIRMAN:     The  Pacific  coast  steamers  are  the 
only  Canadian  National  stetmships  yt^u  have,  are  they  not? 

MR.  FAIRWEATHER:     No  sir. 

THE  CAAIRMAN:    What  have  you? 

MR.  FAIR'Vl/EATHER:    As  subsidiary  companies  we  have 
qui to  a  number  of  steamships  and  of  car  ferries.      We  have 
operating  on  the  Great  Lakes  a  fleet  of  steamships  running 
from  Depot  Harbour  to  Chicago  and  Milwaukee;  that  is  known 
as  the  Canada  Atlantic  Transit  Company,      Then  we  have 
running  from  London  to  New  York  a  line  of  steamships  call- 
ed the  Central  Vormtnt  Trstnsoorttiticn  Company,  and  we  are 
jointly  interested  with  other  inter-ssta  Ifi  car  ferries 
u.<iro3e  Lake  'Ontario  and  Lake  Michigan. 

THE  CHAIRMAN:    They  come  into  your  railway  accounts 
MR.  FAIRWEATHER:    They  come  into  our  railway 
account  s . 

THE  CHAIRMAN:     Just  in  the  same  way  that  a  freight 

car  does? 

MR.  FAIRWEATHER:    Well  now,  I  have  misled  you,  Mr. 
Chairman,      The  Canada  Atlantic  Transit  Company  is  treated 
as  a  separately  operated  property,  but  it  is  reflected  in 
the  railway  account, 

SIR  JOSEPH  FLAVELLE:    Of  course  your  car  ferries 
are  an  essential  part  of  your  railway  account. 
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MR.  FAIRWEATHER:     Yes  sir. 

SIR  JOSEPH  PLAVELLE;     The  others  are  car  ferries  on 
the  Great  Lakes? 

MR.  FAIRWEATHER:    The  car  ferries  on  the  Great  Lake 
are  operated  partly  as  separately  operated  properties  and 
partly  as  railway  accounts        it  depends.      The  ferries 
operating  to  Windsor  are  carried  in  the  railway  accounts. 
Those  operating  across  Lake  Ontario         say  to  Cohourgi 
that  is  a  separate  company,  and  the  same  is  true  of  the 
ferries  operating  across  Lake  Michigan. 

THE  CffiilRMN:     That  is  the  Canada  Atlantic  Transit 

Company? 

MR.  FAIRVIEATHER :     No  sir,  that  is  a  new  companyi 
it   is  a  ferry  company,  and  we  previously  had  a  company 
called  the  Grand  Trunk  Milwaukee  Car  Ferry  Company  Sir 
Joseph  would  have  knowledge  of  that.      We  have  recently 
consummated  an  agreement  with  the  Pennsylvania  railroad 
whereby  the  two  companies,  the  Canadian  National  and  the 
Pennsylvania,  own  that  fleet  of  ferries  jointly  under  anoth 
er  corporate  title.      But  our  west  coast  services  are  dis- 
tinct and  separate,  and  are  known  as  the  Canadian  National 
Steamships . 

COMMISSIOlffiR  LOREEj    What  railroads  does  that 
car  ferry  feed  —  the  Wabash? 

FAIRWEATHER:    No  sir,  it  connects  with  the 
Grand  Rapids  and  Indiana, 

COMtfilSSIONER  LOREE  :    At  Muskegon? 

MR.  FAIRWEATHER:    Yes  sir,  and  takes  the  traffic 
down  to  Fort  Wayne,  where  it  connects  with  their  main  line. 

THE  CHAIRMAN:     The  Canadian  National  Steajnships 
operate  on  the  west  coast? 
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MR.  PAIRWEATHER:  Yes  sir.  The  figures  are  in 
volume  A,  immediately  following  the  yellow  pages  of  the 
book  —  section  2J, 

LORD  ASHPIELD:     Could  you  summarize  in  any  way  the 
information  you  have  here? 

MR.  PAIRVVEATHER;     I  think  so,  sir. 

LORD  ASHPIELD;     Could  you  sumnarize  it  now,  thor- 
oughly, or  do  you  want  to  do  it  in  the  form  of  a  statement 

MR.  PAIRWEATHER:     I  think  we  could  gain  time  hy 
doing  it  in  the  form  of  a  statement. 

LORD  ASHPIELD;     On  exactly  the  lines  have 
suggested  in  respect  of  other  investments? 
MR,  PAIRWEATHER;     Yes  sir. 

LORDASHPIELD ;    Dealing  with  the  operating  results 
depreciation,  and  forecast  for  the  future? 
MR.  PAIRWEATHER;     Yes  sir. 

SIR  JOSEPH  PLAVELLE:     Did  they  operate  for  a 

season? 

MR.  PAIRWEATHER;     This  serice    has  been  operated 
for  years  and  years  and  years. 

SIR  JOSEPH  PLAVELLE;     That  is  the  one  north. 

MR.  PAIRWEATHER;     The  only  thing  was  that  during 
the  boom  times  of  1928  we  got  carried  away  with  enthusiasm 
and  went  into  it  on  a  much  larger  scale. 

SIR  JOSEPH  PLAVELLE;     Intending  to  go  down  to 

Seattle? 

MR.  PAIRWEATHER:     Intending  to  go  back  into  the 
triangular  service.      The  Grixnd  Trunk  Pacific  originally 
had  been  in  the  triangular  service,  and  when  they  got 
into  financial  difficulty  they  withdrew.      Then  when  the 
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Canadian  National  was  formed  it  continued  the  operationsp 
but  continued  tliem  merely  as  a  costal  operation  to  Alaska, 
with,  certain  ports  of  call  like  Prince  Rupert  and  with  a 
subsidiary  service  to  the  Queen  Charlotte  Islands.  During 
the  boom  period  it  was  decided  to  go  back  into  the  triangu- 
lar service, 

THE  CHAIRMANj     What  do  you  call  the  boom  period? 

MR.  FAIRWEATHER:     I  should  say,   sir,  1928. 
THE  CHAIRMAN:     You  took  the  decision  then  to 
build  these  ships? 

MR.  FAIRWEATHER:  Yes. 

THE  CHAIRMAN:    How  long  did  it  take  to  build  them? 
MR.  FAIRWEATHER:    About  a  year,  I  think.      We  got 
the  authority  in  the  budget. 

THE  CHAIRMAN:     The  year  given  here  is  1930. 
MR.  FAIR^/VEATHER:  Yes. 

THE  C^'HAIRMAN:     They  were  added  to  the  fleet. 

COMMISSIONER  WEBSTER:    Was  it  considered  that  the 
traffic  warranted  them? 

MR.  FAIRWEATHER:    At  that  time        of  course  you 
are  not  asking  my  personal  opinion? 

LORD  ASHFIELD:     No,  we  are  asking  what  the  policy 

was  • 

MR.  FAIRWEATHER:  The  policy  was  they  felt  there 
was  business  enough  to  warrant  the  construction  and  oper- 
ation of  these  boats. 

LORDASHFIELD:     So  that  the  contemplated  construc- 
tion and  operation  of  these  boats  was  entirely  a  question 
of  traffic  needs? 

MR.  FAIRWEATHER:     It  was  a  question  of  traffic 
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needs,  as  it  was  seen. 

SIR  JOSEPH  FLAVELLE:     A  competitive  service  so  as  to 
give  to  your  passengers  the  same  opportunity  to  go  over  your 
road  that  the  Canadian  Pacific  gave  to  its  passengers  going 
over  theirs        a  feeder  to  your  road? 

MR.  FAIRWEATHER:     It  was  supposed  to  be  a  feeder  to 
the  railway. 

THE  CHAIRMAN:    But  the  Canadian  Pacific  service  is 
very  largely  a  local  service  --  I  mean  the  Tri-City  service. 
The  old  service  was  the  Canadian  Navigation  Company;  it  was 
established  when  I  first  went  to  British  Columbia.  That 
was  improved  and  finally  taken  over  by  the  Canadian  Pacific; 
I  do  not  remember  exactly  when. 

SIR  JOSEPH  FLAVELLE:     I  have  come  up  from  Califor- 
nia at  different  times,  and  coming  up  to  Seattle  I  have 
taken  the  Canadian  Pacific   steamers  and  the  Canadian  Pacific 
train        it  is  all  part  of  the  common  service. 

THE  CHAIRMN:     You  come  up  from  California  on  the 
California  Southern o 

SIR  JOSEPH  FLAVELLE:     I  come  up  from  California  by 
rail  or  by  motor  to  Seattle  and  then  take  the  Tri-City  ser- 
vice from  Seattle.      Hence  I  think  it  reasonable  that  the 
Canadian  National  people  should  wish  to  give  those  who 
come  up  from  California  and  wanted  to  cross  the  Canadian 
section  of  the  continent  an  opportunity  to  go  via  the  same 
road  that  they  took  from  Seattle. 

THE  CHAIRl/LAN:     My  own  personal  experience  in  the 
years  I  lived  there  was  that  only  a  jsmall  portion  of  the 
traffic  would  be  through  rail  traffic.  ' 

SIR  JOSEPH  FIAVSLLE:     Not  a  great  deal;  most  of  the 
people  who  travelled  over  the  route  came  up  for  the  purpose 
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of  visiting  British  Columbia, 

THE  CHAIRMAN:     Most  of  it  would  be  local  traffic  be- 
tween Seattle  and  Victoria,  between  Victoria  and  Vancouver, 
and  between  Vancouver  and  Seattle        business  men  and  so  on. 

SIR  JOSEPH  FLAVELLE:     Oh,  tourists  too. 

THE  CHAIRMAN:     Yes,  tourists  also. 

MR.  FAIRWEATHER:     For  your  information,  Mr,  Chairman, 
I  have  a  statement  of  tickets  sold,  and  they  amounted  to 
$156,000  in  a  year, 

THE  CHAIRMAN:     Tickets  sold  in  what  way? 

MR.  FAIRWEATHER:    Well,  interchange  tickets  between 
the  Canadian  National  Steamship  services  and  the  Canadian 
National  Railway, 

THE  CHAIRMAN:     That  would  represent  the  traffic  re- 
lating to  the  railway? 

MR.  FAIRWEATHER:    Yes  sir. 

COMMISSIONER  WEBSTER:     Were  these  boats  meant  for 
freight  as  well? 

MR.  PAIRWEATHER:     The  boats  were  meant  primarily  for 
passenger  traffic.      They  carry  a  small  amount  of  freight, 
but  it  is  not  the  service  they  were  designed  for.      In  the 
Alaska  service  and  the  Tri-City  service,  freight  is  no  con- 
sideration of  moment. 

THE  CHAIRMAN:     They  do  carry  automobiles  extensively. 

LORD  ASHFIELD:     If  this  steamship  service  was 
established  less  for  the  purpose  of  dealing  with  through 
traffic  to  and  from  the  railway  and  more  for  the  purpose  of 
providing  a  steamship  service  between  these  various  ports, 
I  suppose  your  office  would  have  looked  into  this  question 
of  traffic  and  reported  on  it  to  the  President  before  the 


*-  146  -  Mr,  Pairweather 

service  was  established? 

MR.  FEIRWEATHER:     Our  office  did  look  into  it,  sir. 

LORD  ASHFIELD:    What  was  the  report? 

MR,  FAIRWEATHER:     My  report  was  unfavourable. 

LOBD  ASHFIELD:     Could  we  ask  you  anything  further 
on  it,   in  view  of  that? 

MR.  FAIRWEATHER:    As  you  please,  sir. 

LORD  ASHFIELD:     What  happened  to  your  report? 

MR.  FAIRWEATHER:     I  do  not  know, 

LORD  ASHFIELD J     It  was  passed  on  to  the  President? 

MR.  FAIRWEATHER:    As  a  matter  of  fact,  in  that  par- 
ticular case  the  report  was  not  made  in  as  great  detail  as 
most  of  the  reports  of  the  Bureau  of  Economics.      It  was 
during  Mr,  Henry's  regime  —  that  was  my  predecessor;  and 
I  was  asked  to  look  into  this  matter.      I  did  look  into  it 
beiefly;  I  reported  against  it  to  Mr.  Henry,  verbally,  and 
said  that  I  could  not  see  the  expenditure  was  justified. 
That  was  the  last  I  heard  of  it,  and  that  was  my  contract 
with  him. 

LORDASHFIELD :    You  know  nothing  beyond  that? 
MR.  FAIRWEATHER:     I  knew  nothing  beyond  that  until 
I  was  asked  to  make  a  study  of  an  enlargement  of  a  dock 
facility  m  Vancouver.      I  had  thought  that  when  this  ven- 
ture had  been  gone  into,  this  dock  situation  had  been  taken 
care  of.      But  I  was  out  in  Vancouver  and  I  was  asked  to 
make  a  recommendation  with  regard  to  this  dock. 

THE  CHAIRMAN:     From  whom  do  you  get  your  dock 
facilities  —  or  did  you  get  dock  facilities? 

MR.  FAIRWEATHER:     We  owned  a  dock  there,  but  it 
was  a  question  of  enlarging  it.      I  made  a  report  upon  tha,:. 
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based  upon  the  fact  that  the  question  of  policy  had  been 
determined,  and  I  recommended  certain  enlargement  of  the 
dock.      That  is  the  total  of  ray  direct  knowledge  of  it, 

THE  CHAIRFiAN;     Where  is  that  dock        how  far  east 
of  the  Canadian  Pacific  station  at  Vancouver? 

MR.  PAIRVVEATHER:    About  a  quarter  of  a  mile,  sir. 

LORD  aSHPIELD:     Have  you  any  knowledge  yourself, 
directly  or  indirectly,  which  will  explain  why  this  steam- 
ship service  was  established  although  at  the  time  the  depart- 
ment responsible  for  preparing  a  report  —  not  advising,  I 
appreciate  that,  but  only  preparing  a  report  disclosed 
that  it  could  not  be  profitable? 

MR.  FAIRi/^JEATHERi     I  have  some  rather  general  know- 
ledge as  to  thato      There  were  certain  matters  which  Sir 
Henry  discussed  with  me  before  I  came  on  this  trip,  and  I 
asked  him  quite  pointedly  what  his  views  were  on  this  par- 
ticular enterprise.      This  is  about  the  situations    We  had 
on  the  Pacific  coast  the  nucleus  of  a  fleet  which  vms  de- 
veloping a  fairly  nice  tourist  business  to  Alaska. 

THE  CHAIRMAN:     From  where? 

MR.  FAIRWEATHER:     From  Vancouver,  sir.      It  had 
gotten  to  a  point  where  the  boats  were  inadequate  for  the 
service  I  they  were  getting  up  in  years  and  did  not  compare 
favourably  with  competing  lines.      We  were  being  handicapped 
in  that  business.      Sir  Henry  was  very  enthusiastic  regard- 
ing the  beauties  of  the  Alaskan  trip. 

LORD  ASHFIELDs    Commercial  beauties,  or  simply 

scenic  beauties? 

MR.  FAIRViEATHER:     The  scenic  beauties,  sir;  but  he 
also  had  a  very  live  realization  of  the  commercial  advantage 
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to  Canada  of  the  tourist  business.      As  bearing  upon  this 
he  asked  me  to  look  into  the  matter  of  tourist  traffic  in 
Canada.      I  made  a  report  to  him  which  perfectly  amazed  him, 
namely  that  the  tourist  business  in  Canada  ranked  next  to  our 
agricultural  activities  in  point  of  national  wealth  rank- 
ed ahead  of  all  of  our  manufacturing  industries, 

THE  CHAIRMAN:     In  point  of  profit? 

MR.  FAIRWEATHER:     No  sir,  in  point  of  gross  pro- 
duction . 

THE  CHAIRMAN:    What  do  you  mean  by  gross  production? 

MR.  FAIRWEATHER:     I  mean  this:     if  you  take  the  ex- 
ternal trade  of  Canada        I  am  not  talking  now  of  internal 
tr^tde  — 

THE  CHAIRMAN:     I  thought  you  were  speaking  of  the 
tourist  business, 

MR.  FAIRWEATHER:     Yes  sir,  but  the  tourist  traffic 

is  an  external  trade • 

THE  CHAIRMAN:    What  do  you  mean  by  gross  production- 

that  is  what  I  want, 

MR.  FAIRWEATHER:     I  mean,  if  you  take  our  balance 
of  trade  with  various  countries;  we  export  certain  commo- 
dities of  gross  value,  we  import  other  commodities  of  gross 
value,  and  we  export  tourist  services  to  a  total  gross  value. 

Have  I  made  my  point  clear? 

THE  CHAIRMAN:     You  mean  gross  receipts  from  tourist 

service  s? 

MR.  FAIRWEATHER:     Yes  sir. 

SIR  JOSEPH  FIAVELLE:     It  is  a  little  more  than  the 
receipts  from  the  services  -  that  is  to  say,  the  tourist 
uses  the  railways,  uses  the  roads,  uses  gasoline,  buys  mer- 
chandise. 
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THE  CHAIRMAN:     I  am  speaking  of  all  of  that  as 
tourist  services, 

SIR  JOSEPH  FIAVELLE:     Mr.  Coats  estimated  the  value 
of  the  tourist  business  last  year  at  $275,000,000. 

MR.  PAIRWEATHER:     In  a  year  of  depression. 
SIR  JOSEPH  PIAVELLE:     And  that  is  one  factor  enter- 
ing into  our  exchange  with  United  States        ordinarily  they 
pay  a  good  deal  of  it  in  American  money.  Unfortunately 
they  will  not  do  it  this  year, 

MR.  PAIRWEATHER:     I  amazed  Sir  Henry  with  the  report 
when  I  gave  him  the  perspective  of  our  national  trade  and 
showed  him  how  that  tourist  business  had  grown.      In  the 
years  before  the  war,  Canada's  tourist  business  did  not  ex- 
ceed #15,000,000  per  year;  in  1928  it  exceeded  $300,000,000 
per  year.      Now,  Sir  Henry,  having  that  in  mind,  felt  that 
the  provision  of  a  first  class  steamship  line  engaged  in 
attracting  the  tourist  business  would  be  a  good  national 
development.      He  did  not  look  forward  to  the  service  being 
very  profitable  in  itself.      He  felt  '^hat  if  he  collected 
enough  direct  revenue  to  pay  for  the  expenses,  enough  would 
have  been  accomplished  to  justify  the  service;  because  the 
other  intangible  values        intangible  so  far  as  the  railway 
is  concerned  but  very  tangible  so  far  as  the  country  is  con- 
cerned       would  justify  that  expenditure.      That  same  policy 
has  influenced  him  in  his  expenditures  upon  radio,  his  ex- 
penditures for  a  considerable  part  of  the  luxury  service 
afforded  on  passenger  trains  and  the  hotels.        Whether  it 
is  good  policy  or  bad  policy  is  another  matter. 
LORD  ASHPIELD:     That  explains  it, 
m,  FAIRVffiATHER:       But  personally  I  feel  that  it 
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should  have  been  a  national  undertaking.      That  is  my  own 
personal  view. 

THE  CHAIRMAN;     Now,  what  in  point  of  fact  did  you 
do  with  regard  to  ships.      You  got  three  ships? 
MR.  PaIRWE^.THER  :  Yes. 

THE  CHAIRMAN:     How  many  of  those  ships  were  used  on 
the  Alaska  run? 

MR.  PAIRWEATHER:     Of  course  they  came  to  us,  sir, 
one  at  a  time. 

THE  CHAIRMAN:     I  mean,  at  any  given  moment. 
,   MR.  PAIRWEATHER:     I  do  not  think  in  the  last  year's 
operations  we  ever  had  more  than  one.       I  have  the  full  de- 
tail here . 

THE  CHAIRMAN:    Well,  in  a  sentence  or  two  you  will 
give  me  the  picture  I  want,  and  we  will  go  into  the  details 
afterwards.      Where  did  you  pick  up  your  Alaska  passengers 
with  that  one  ship? 

MR.  PAIRWEATHER:     At  Vancouver.      We  also  ran  a  tri- 
angular service. 

THE  CHAIRMAN:     Some  passengers  might  come  by  the 
triangular  service  and  transfer  to  this  ship? 
MR.  PAIRVi/EATHER :  Yes. 

THE  CHAIRMAN:     So  that  you  had  these  two  ships  in 
the  triangular  service.      You  told  us  about  the  Alaska  ser- 
vice; what  about  the  triangular  service  in  which  you  employed 
two  of  these  ships?        They  were,  as  I  understand  it,  sister 
ships.        Mr.  Warren,   I  believe,  said  there  was  no  difference 
between  them. 

MR.  PAIRTOATHER:     No  difference. 

THE  CHAIRMAN:     What  about  the  two  ships  in  the  tri- 
angular service? 
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MR.  FAIRWEATHER:     It  is  tied  up  to  this  other  service 
the  Alaska  service,  because  our  operating  men  figured  out 

THE  CHAIRMAN:     How  many  months  a  year,  approximately, 
does  the  Alaska  service  last? 

MR.  FAIRWEi^THER :     I  should  say  about  six  months, 
perhaps,  or  five        possibly  five. 

THE  CHAIRMAN:     My  own  impression  would  be        I  may 
be  quite  wrong  about  it        that  that  tourist  service  would 
not  extend  over  a  period  longer  than  three  or  four  months 
that  would  be  about  the  maximum.      Of  course  there  was  a 
service  to  Prince  Rupert, 

MR.  FAIRWEATHER:  Yes. 

THE  CHAIRM.1N:     If  it  covers  only  a  limited  period  I 
have  great  difficulty  in  seeing  how  you  could  tie  up,  as  you 
phrase  it,  the  two  ships  you  were  using  in  the  triangular  ser 
vice  throughout  the  whole  year. 

MR.  FAIRVffiiiTHER :     Oh,  you  could  not. 

THE  CHAIRMAN:     You  cannot  do  it? 

MR.  FAIRWEATHER:     The  answer  to  that  is  you  could 
not  do  it . 

THE  CHiilRMAN:    You  were  anticipating  an  expansion 
of  traffic  on  the  triangular  service  —  is  that  it? 

MR.  PAIRV\/EATHER:     Sir  Henry's  remark  in  regard  to 
that  was  that  there  would  be  enough  traffic  there  for  both 
the  Canadian  Pacific  and  the  Canadian  National  after  a 
period  of  de1?elopment  to  warrant  his  going  into  the  service, 
and  he  told  me  that  -  it  was  just  one  of  those  cases  where 

his  judgment  was  bad. 

THE  CHAIRMAN:     Were  the  dock  facilities  sufficient 
in  Victoria  and  Seattle,  or  did  you  have  to  enlarge  them? 


• 


-  152  -  Mr.  Fairweather 

MR.  FAIRWEATHER:     We  had  to  repair  the  dock  at 
Victoria;    we  had  to  make  very  considerable  alterations 
to  the  dock  at  Vancouver,  and  we  added  somewhat  to  our  capi- 
tal investment  in  the  Seattle  dock. 

THE  CHi.IRMA.N:    Were  the  boats  physically  capable 
of  carrying  freight? 

MR,  FAIRWEATHER:     No  sir,  not  in  any  volume = 

COMMISSIONER  WEBSTER:     Do  the  Canadian  Pacific  boats 
carry  freight? 

MR,  FAIRWEaTHER:     I  cannot  speak  with  regard  to 
them.      I  do  not  think  they  do  on  the  triangular  service, 

THE  CHAIRMAN:     They  used  to  carry  freight  at  one 

time, 

MR.  FAIRWEATHER:     I  do  not  think  they  carry  it  in 
any  volume,  sir, 

COMMISSIONER  LEMAN :     Where  would  I  find  a  financial 
picture  for  this  service,  taking  into  account  interest  and 
depreciation  similar  to  the  statements  which  you  have  given 

in  reference  to  the  Canadian  Government  Merchant  Marine? 

MR.  FaIRVi/EATHER:     You  will  find  it  in  this  state- 
ment, book     "A",  page  2 J . 

THE  CHAIRIVLAN:     The  operating  results  are  given  on 
the  last  page  of  J. 

MR.  FAIRWEATHER:     I  might  say  with  regard  to 
these  boats  that  no  depreciation  is  charged,  although  it 
should  be . 

COmilSSIONER  LEMAN:    And  no  interest. 

SIR  JOSEPH  FLAVELLE:     They  cost  about  |9, 000, 000, 
did  they? 

COmHSSIONER  LEMAN:     $2,167,000,  $2,158,000, 
$2,206,000. 
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THE  CHAIRMAN:  Mr.  Warren  said  yesterday  it  would 
be  about  #7,000,000. 

MR.  FAIRWEATHER:  The  cost  of  the  three  boats  was 
|6, 532, 391. 

SIR  JOSEPH  FLAVELLE:     Did  that  furnish  them-    -  pro- 
vide the  equipment? 

MR.  Fi:iIRWEiiTHER ;  Yes. 

COMfflS SIGNER  LEMAN :  What  about  my  other  question 
with  regard  to  operating  results? 

MR.  PaIRWEaTHER:     I  have  a  statement  here  which 
gives  the  operating  results,  but  they  are  included  in  our 
railway  results.      In  1930  the  loss  on  net  income  account 
was  #440,000. 

THE  CH/iIRMAN:     They  were  put  into  operation  in 
1930,  were  they? 

MR.  FAIRWEaTHER:     These  new  boats  were,  sir, 

THE  CHAIRMAN:     I  am  speaking  of  the  new  boats. 

How  long  were  they  in  operation? 

MR.  FAIRVl/EATHER:     I  have  the  full  detail  —  it  is 
a  complicated  picture,  because  they  broke  down;  they  had 
turbine  trouble;  one  boat  was  pulled  out  and  another  put 
in;  one  boat  would  make  two  trips  —  it  is  almost  imposs- 
ible,  sir,  to  answer  that  question  in  a  word. 

THE  CHAIRMAN:     Well,  you  could  work  that  out  for 

us . 

SIR  JOSEPH  FLaVELLE:     When  you  say  #400,000,  ix 
is  that  for  the  three  ships? 

MR.  FAIRWEaTHER:     No,  that  is  for  the  whole  fleet 
that  is  everything. 

THE  CHAIRMiiN:     You  had  a  profit  in  1929  of 
$31,000,  and  you  brought  these  boats  in. 
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SIR  JOSEPH  PLi.VELLE:     That  is  purely  a  net  operat- 
ing situation,  I  suppose  —  the  difference  between  what 
you  received  fran  the  service  and  what  it  cost  you  to  opera' 
it? 

MR.  FAIRWEATHER:    Yes;  for  the  year  1930  the  loss 
was  ^440,000. 

COMMISSIONER  WEBSTER:     No  interest  on  that,  and 
no  depreciation? 

MR.  FAIRWEATHER:  No. 

SIR  JOSEPH  PLAVELLE:     The  interest  on  the 
|6, 000,000  would  be  |300,000. 

-    MR.  FnlRV-ffi^THER  :    Unfortunately,  Sir  Joseph,  we 
have  a  total  of  about  $10,000,000  in  those  —  we  have  other 
boats . 

SIR  JOSEPH  FLaVELLE:     You  have  twenty-four  vessels 
have  you  not? 

MR.  FiilRWE^THER:     On  the  Pacific  coast?      Oh  no, 
not  that  many. 

LORD  ASKFIELD:     Let  us  go  back  for  a  moment  to  the 
question  of  policy,      I  call  your  attention  to  the  last 
statement  but  one  in  volume  "A"        2(k)l        the  top  line, 
railway  operating  revenue,  the  total  for  the  eight  years 
from  1923  onwards  being  given.      Would  you  tell  me  where 
that  figure  is  divided  between  passenger  earnings  and 
earnings  from  freight? 

MR.  FiilRWEAIHER :     It  is  divided  in  great  detail 
in  the  annual  report  for  each  year. 

LORD  ASHFIELD:     It  is  not  in  this  volume? 

m,  Fi^IRiiVEATHER:     It  is  not  in  this  volume.      If  it 
is  desired  that  these  revenues  be  divided  we  could  prepare 
a  statement,  but  we  could  not  do  it  on  the  train. 
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THE  CH/iIRM/iN:     Is  it  in  the  bluo  book? 
MR.  PAIRWEATHER:     For  any  one  year        they  are  not 
collective . 

LORD  ASHFIELD:     What  do  you  mean  by  any  one  year? 

MR.  FAIRWE..THER :     The  annual  report  for  any  one  year 
would  give  it. 

LORD  ASHFIELD:     You  have  not  all  the  annual  reports? 

MRo  FAIRWEATHER :     Yes   sir,  we  have  all  the  annual 
reports,  but  the  difficulty  there  is  this:  that  hardly  a 
year  has  gone  by  without  some  change  in  the  properties  com- 
prising the  Canadian  National  Railways.      The  Board  of 
Directors  have  at  one  time  or  another,  either  as  a  result 
of  statutory  provision  or  as  a  determination  of  policy, 
excluded  or  included  certain  properties  in  the  main  opera- 
tions and  have  included  or  excluded  certain  properties  from 
the  separately  operated  properties.      The  result  is  that 
the  annual  report  figures  from  year  to  year,  unless  one  has 
access  to  the  intim^ate  detail  accounts,  will  not  agree  with 
these  figures  which  have  been  submitted  to  the  Commission. 
The  figures  we  prepared  for  the  Commission  are  on  a  uni- 
form basis  so  that  the  one  year  is  properly  comparable  with 
another , 

SIR  JOSEPH  FLAVELLE:     The  net  of  the  whole  would  not 
be  affected? 

MR.  FAIRWEi.THER :     The  net  would  never  be  affectedj 
it  is  just  a  difference  in  the  method  of  showing  the  details, 

LORD  ASHFIELD:    You  have  said  that  the  policy  of 
the  Canadian  National  Railways  was  to  encourage  tourist 
traffic,  and  for  that  purpose  they  spent  large  capital  sums 
on  the  building  of  hotels,  providing  steamship  services. 
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luxury  services  on  the  railways,  radio,  recreation  grounds, 
if  one  might  describe  Jasper  Park  by  that  term  — 

THE  CHAIRMAN:     Intellectual  stimuli. 

LORD  ASHFIELD:    Yes,  that  is  probably  the  more 
classical  expression.      The  encouragement  that  was  given  to 
the  National  Railways  to  engage  in  that  form  of  capital  ex~ 
penditure,  involving, as  it  must  have  done,  a  very  large 
operating  cost,  must  have  been  reflected  entirely  in  the 
passenger  earnings  of  the  Canadian  National  Railways,  It 
might  therefore  be  of  interest  to  the  Commission  to  know  to 
what  extent  from  1923  onwards  the  passenger  earnings  of  the 
Canadian  National  Railways  were  increased.      Could  you  let 
me  have  that? 

MR.  F.ilRWEATHER  :    Yes  sir,  and  may  I  say  a  word  at 
this  time? 

ILORD  ASHFIELD;     Oh  yes,  certainly. 
MRo  FAIRWEATHER:     I  will  say,   sir,  this,  that  our 
passenger  revenues,  far  from  increasing,  have  bvjen  steadily 
decreasing,  the  reason  for  that  being  highway  competition. 
But  ~ 

SIR  JOSEPH  FLaVELLE:     One  of  the  reasons, 
MR.  FAIRVl/Ef^THER :     That  is  the  chief  reason,  sir, 
in  fact  I  think  the  only  reason. 

THE  CH^xIRMAN:    Highway  competition? 

MR.  FAIRWEATHER:    Highway  competition,  using  the 

word  in  its  widest  sense. 

THE  CHkIRMAN:  Are  you  excluding  the  general  de-- 
pression  and  the  disposition  of  people  not  to  travel? 

m.  FAIR-WEATHER:    Well,  exclude  that, 

THE  CHAIRMAN:     I  should  think  so. 

MR.  FAIRWEATHER:     I  cannot  agree  with  his  lord- 
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THE  CHAIRMAN:     You  do  not  think  the  results  of  en- 
couraging tourist  traffic  to  which  Sir  Henry  Thornton  was 
looking  forward  would  be  entirely  reflected  in  the  passenger 
service? 

MR.  PAIRWEATHER:     No  sir. 

THE  CHAIRMAN;     Because  you  think  he  was  treating 
this  thing  not  merely  as  a  railway  agency  but  as  a  national 
agency? 

MR.  PAIRWEATHER:    Yes  sir,  and  so  far  as  the  railway 
was  concerned  — 

LORD  ASHFIELD:    This  is  a  new  point;  let  us  pursue 
it  a  little  further.      If  what  you  say  now  is  true,  that  the 
advantages  of  this  policy  of  tourist  traffic  were  not  reflect 
ed  in  the  passenger  receipts  of  the  Canadian  National  Railwp.^r 
alone,  in  what  other  direction  would  it  benefit  the  Canadian 
National  Railways? 

MR.  PAIRWEATHER:     In  this  way,   sir;  in  the  first 
place  there  would  be  a  direct  benefit  by  the  increase  of  long 
haul  passenger  traffic. 

LORD  ASHFIELD:     But  that  would  be  reflected  in  the 
passenger  receipts, 

MR.  PAIRWEATHER:     That  is  so;  to  that  extent,  sir, 
there  would  be  a  direct  benefit.      Indirectly,  however,  there 
would  be  this  benefit:  the  money  left  in  the  country  by 
tourists  would  act  very  directly  as  a  stimulation  to  trade 
and  industry  in  the  country.       I  happen  to  come  from  a  pro- 
vince in  Canada  that  depends  very  largely  upon  the  tourist 
traffic. 

THE  CHAIRMAN:    You  are  a  Nova  Scotian? 

MR.  PAIRWEATHER:    Yes;  I  was  brought  up  in  a  tourist 
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town  when  I  was  a  boy.       The  railway  there  directly  got  only 
a  moderate  amount  of  passenger  traffic,  hut  owing  to  the  fact 
that  that  town  lived  on  the  tourist  business  the  railway  did 
benefit  indirectly  to  a  marked  degree.      For  instance,  we 
bought  our  clothing  with  the  profits  that  we  made  on  the 
tourist  business,  which  meant  freight  haul  on  the  textiles. 

THE  CHAIRMAN:     Rightly  or  wrongly,  you  say  Sir 
Henry  Thornton  conceived  it  to  be  part  of  his  duty  as 
President  of  the  National  Railways  to     incur  these  expendi- 
tures, not  only  with  the  object  of  increasing  passenger 
traffic  on  the  railway,  and  so  on,  but  with  the  object  of 
increasing  the  national  revenue  —  I  mean  the  revenue  of 
the  people        with  the  object  of  indirectly  helping  the 
railv;ay  and  everybody  else. 

MR.  PAIRWEATHER:    Yes  sir,  that  is  a  correct  state- 
ment • 

LORD  ASHPIELD:    May  I  ask  you  this  further  question 
of  course  you  can  only  speak  of  your  own  knowledge  in 
answering  it:    Did  the  administration  of  the  Canadian  Paci- 
fic Railway  share  this  view? 

m,  FAIRWEATHER:     They  spent  $48,000,000  on  hotels. 

LORD  aSHPIELD:    When  did  they  spend  that  $48,000,000? 

MR.  PAIRWEATHER:     In  this  eight  year  period. 
SIR  JOSEPH  PLAVELLE:    And  on  their  steamships. 

MR.  PAIRVffiATHER:     On  their  steamships  they  spent  a 
very  large  sum  of  money. 

LORD  ASHPIELD:    So  far  as  you  know  that  too  was 
their  policy? 

MR.  FAIRVi/EATHER:    Well,  may  I  say  a  word  with  re- 
gard to  that?      Of  course  I  really  think,  sir,  it  is  a 
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question  that  I  should  only  speak  of  very  generally, 

LORDASHPIELD :    You  need  not  at  all  unless  you  feel 
you  would  like  to, 

m.  PAIRWEATHERj       The  Canadian  Pacific  Railway 
bought  a  subsidiary  company  down  in  Nova  Scotia,  and  after 
exploring  every  avenue  in  an  attempt  to  make  that  railway 
prosperous  they  decidedthat  the  only  way  it  could  be  done 
would  be  to  build  a  chain  of  tourist  hotels,  and  they  there- 
fore built  a  tourist  hotel  in  Yarmouth,  another  in  Kentville, 
another  in  Digby,  and  one  in  Halifax. 

THE  CHAIRMAN:    Are  they  on  the  line  of  railway? 

MR.  FaIRWEaTHER:     They  are  on  the  line  of  railway. 

THE  CHAIRMAN:     The  object  was  to  make  the  railway 
prosperous  ? 

MR.  FAIRVl/EATHER:     Yes  sir,  by  making  the  country 
prosperous . 

THE  CHAIRMAN:     The  Canadian  Pacific  built  a  hotel 
down  at  Del  Monte j  they  had  a  line  of  railway  that  was  not 
paying  and  they  made  the  railway  pay  as  a  result  of  build- 
ing the  hotel  there.       But  what  you  are  suge,esting  is  some- 
thing very  different  from  that.       The  buying  of  these  ■     ^  , 
ships      arose  out  of  a  desire  to  increase  the  general  tour- 
ist revenue  of  the  country,  which  would  have  a  favourable 
effect  on  the  revenues  of  the  railway. 

MR.  FAIRVffiATHER:     Well  sir,  if  the  country  was 
prosperous  the  railway  would  bo  prosperous,  in  that  sense. 
If  the  people  of  Canada  had  money  to  spend  then  there  v\fould 
be  more  commercial  activity  and  the  railway  would  benefit 
in  that  way. 

LORD  ASHFIELD  :    They  would  benefit  only  in  propor- 
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tion  to  the  interest  the  Canadian  National  Railways  had  in 
the  situation  as  a  whole. 

MR.  FAIRWEATHER:  Yes. 

LORD  ASHFIELD:    And  therefore  if  this  policy  is 
not  pursued  by  others  who  would  have  benefited  by  it,  the 
whole  of  the  burden  is  borne  by  the  Canadian  National;  is 
that  the  fair  way  to  put  it? 

MR.  FAIRWEATHER:     That  is  the  fair  way  to  put  it  — 
that  is,  the  Canadian  National  and  the  Canadian  Pacific. 

LORD  ASHFIELD:     I  am  dealing  only  with  the  Canadian 
National;  we  still  have  to  ask  the  Canadian  Pacific. 

MR.  FAIRWEATHER:  Quite. 

LORD  ASHFIELD;     I  gather  from  what  you  have  said 
that  it  was  not  a  part  of  the  policy  of  the  Canadian  Nation- 
al Railways  to  seek  to  have  other  intere sis  become  identified 
with  this  policy  and  associated  with  the  Canadian  National 
Railways  in  it;  it  has  never  been  a  joint  venture. 

MR.  FAIRWEATHER:    Yes  sir,  it  has  been. 

LORD  ASHFIELD:  Where? 

MR.  FAIRVyEATHER :     In  Jamaica        and  we  had  a  very 
unfortunate  experience. 

THE  CHAIRMAN:     I  thought  that  was  a  venture  of 
the  Government  and  not  the  Canadian  National  Railways.  It 
was  the  British  West  Indies  steamships,  wasn't  it? 

•    'LORD  ASHFIELD:     I  thought  it  was  the  Canadian 
Govermient  that  did  that  by  treaty,  find  not  the  Canadian 

National  Railways. 

m.  FAIRVTOATHER :  Well,  in  a  sense  that  is  correct 
LORD  ASHFIELD:     Did  the  Canadian  National  Railways 

initiate  that  treaty? 

m.  FAIRWEATHER:     No,  not  the  treaty;  but  the 


f 


c 


-  161  -  Mr,  Fairweather 

hotel  venture  down  there 

SIR  JOSEPH  PLAVELLE:    Did  you  build  the  hotel  down 

there  ? 

MR.  FAIRWEATHER:      The  story  of  that.  Sir  Joseph, 
is  this  — 

SIR  JOSEPH  FLAVELLE:     Mr.  Chairman,  there  is  a 
story  I  have  never  heard       how  the  Canadian  National  came 
to  "build  a  hotel  down  in  Jamaica  when  they  did  not  own  the 
steamship  line  and  were  only  operating  for  the  Government. 
Did  the  Government  build  the  hotel? 

MR.  FaIRWEaTHER:     Neither  the  Canadian  National 
nor  the  Government  built  the  hotel.      What  happened  was  this 
The  Jamaican  Government  intimated  that  it  would  be  a  very 
fine  thing  if  we  had  a  hotel  in  connection  with  the  steamshi 
service,  because  the  only  hotel  in  Kingston  was  owned  by  the 
United  Fruit  Company  —  the  Myrtle  Bank  Hotel.      They  were, 
as  I  have  already  said,  jealous  of  the  United  Fruit  Company, 
and  suspicious  of  them.      The  Canadian  National  Railways  in 
its  capacity  as  administrator  of  the  West  Indies  steamships 
took  into  consideration  the  views  of  the  Government  of  Ja- 
maica, and  by  and  with  the  advice  of  the  Department  of  Rail- 
ways and  Canals  entered  into  an  agreement  with  the  United 
Hotels  Company  of  America  whereby  certain  assistance  was 
given  to  the  United  Hotels  Company  by  the  Jamaican  Govern- 
ment and  by  the  Canadian  National  Railways  for  the  purpose 
of  constructing  and  operating  a  hotel.      The  venture  was 
very  unfortunate,  because  the  United  Hotels  Company,  in- 
stead cf  being  a  reputable  company  with  enough  reserves  to 
stand  a  period  of  development,  promptly  went  bankrupt  before 
they  got  the  hotel  completely  construe ted, ^ and  we  lost  all 


c 


-  162  - 


Mr,  FairwGathor 


our  money. 

LORD  ASHFIELD:     Was  the  purpose  of  building  the  hotel 
to  reduce  the  losses  on  the  operation  of  the  steamship  line? 

MR.  FAIRWEaTHER :     Indirectly,  yes  sir  —  to  stimu- 
late the  travel, 

COMMISSIONER  WEBSTER:     You  say  that  the  hotel  nego- 
tiations were  entered  into  before  the  steamships  actually 
began  work? 

MR.  PAIRWErtTHER:     Oh  no,  after. 

THE  CHAIRMAN:     Did  that  go  into  your  accounts  or  the 
accounts  of  the  steamship  company? 

MR.  FAIRWEATHER:     It  is  in  the  Canadian  National 
accounts. 

SIR  JOSEPH  FLAVELLE:    How  did  you  come  to  put  that 
into  the  Canadian  National?      Was  it  discussed  with  the 
Government  ? 

MR.  FAIRWEi^THER:     It  was  discussed  with  the  Govern- 
ment . 

SIR  JOSEPH  FLAVELLE:     Why  did  you  put  it  in  the  same 
as  the  operating  loss  on  the  steamers? 

MR.  FAIRWEATHER:     I  believe  the  situation  was  that 
the  Government  did  not  feel  they  had  the  authority. 

SIR  JOSEPH  FLAVELLE:    How  much  did  you  lose? 

MR.  FAIRWEATHER:  |260,000. 

SIR  JOSEPH  FLAVELLE:     And  the  building  lies  there 

unoccupied? 

MR.  FAIRWEATHER:  Yes. 

SIR  JOSEPH  PLAVELLE:     Not  completed? 

MR.  FAIRWEATHER:     It  is  completed. 

SIR  JOSEPH  FLAVELLE:     Did  you  complete  it  after- 
wards? 
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MR.  Pi^IRWEiiTHER:     No,  the  United  Hotels  Company 
completed  it  and  operated  it  for  about  three  months. 
SIR  JOSEPH  PIAVELLEj    And  then  dropped  it? 
MR.  FAIRWEATHER:     Then  dropped  it. 
SIR  JOSEPH  FLkVELLE:     It  has  not  been  operated 

since  ? 

MR.  FAIRWEATHER:     No  sir,  and  the  Jamaican  Govern- 
ment hold  a  first  mortgage  upon  it, 

SIR  JOSEPH  FLAVELLE:     For  the  amount  they  put  into 

it? 

MR.  FAlRWEi^THER:     They  did  not  put  any  money  in; 
they  guaranteed  the  bonds, 

SIR  JOSEPH  FLAVELLE:    Well,  that  is  equivalent. 

COmiSSIONER  LEMAN:    Are  you  carrying  that  asset  for 
#260,000? 

MR.  FAIRWEi^THER:     Yes  sir,  as  yet. 

LORD  ASHFIELD  :    I  wish  to  ask  you  a  question  with 
reference  to  the  deficit  indicated  on  the  third  page  after 
the  yellow  sheets  in  volume  "a"  —  dealing  now  with  the 
Canadian  National  steamships  —  amounting  to  ^440,000  for 
the  year  1930.      For  how  long  a  period  was  that? 

MR.  FAIRWEATHER:     That  is  for  the  year  1930. 

LORD  ASHFIELD:     Did  it  operate  a  full  year? 

MR,  FAIRWEATHER:     The   services  operated  a  full  year,, 
but  not  with  the  new  boats.       The  triangular  service  did  not 
operate  a  full  year,  neither  did  the  Alaska  service;  it 
never  does. 

THE  CHAIRMAN:     The  triangular  service  does? 
MR.  FaIRWEaTHER:     The  triangular  service  did  not 
operate  the  full  year. 
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THE  CHAIRMiiN:     I  asked  you  before  about  that  but  you 
said  you  could  not  give  the  information  offhand.      You  have 
the  material  now  so  that  you  can  give  it? 

MR.  FkIRWELTHER:     Yes,  I  have  every  trip  here. 

THE  CHAIRMAN:     These  two  boats  —  which  were  they? 

MR.  FAIRWEx^THER:     The  "Robert"  and  the  "Henry". 

THE  CHAIRMAN:     I  think  it  would  be  convenient  if  we 
had  the  number  of  months  they  operated  and  the  operating 
loss  during  those  months, 

MR.  FAIRWEATHER:     I  have  that,  sir, 

THE  CHAIRMAN:     I  asked  you  that  before  and  you  said 
you  could  not  give  it  very  easily. 

MR.  FAIRWE^^THER:     I  said  it  is  complicated;  it  is 
not  simple,  but  I  have  it.       The  operations  of  the  Tri-City 
service  resulted  in  a  loss  before  interest  of  |157,263, 
Then  there  was  an  interest  charge  of  $64,000,  making  a  total 
loss  of  |221,000. 

THE  CHAIRMAN:    How  many  months  was  it  operated? 

MR.  FAIRWEATHER:     It  is  all  tangled  up  here  with  the 
Alaska  service. 

THE  CHAIRMAN:     I  understood  you  to  say  before  that 
you  could  not  easily  extract  it.       That  was  the  point  of  my 
question        the  number  of  months.      You  can  give  it  to  us? 

MR.  F^IRWEi^THER :     I  can  make  it  up. 

THE  CHAIRMAN:     We  are  speaking  of  the  three  ships 
that  went  into  operation  in  1930,  and  we  would  like  to  have 
information  as  to  the  number  of  months  the  Alaska  ships  opcr 
ated  and  the  loss  on  that  service,  and  the  number  of  months 
the  two  Tri-City  ships  operated  and  the  loss  on  that  service 
LORD  ASHFIELD:     We  have  taken  a  great  deal  of  your 


-  165  -  Mr.  Pairweathor 

time,  and  I  am  sure  the  members  of  the  Commission  are  ex- 
tremely grateful  to  you  for  the  immense  help  you  have  given 
us  in  trying  to  elucidate  this  terribly  difficult  problem. 
Speaking  for  myself,  I  never  met  anybody  who  seemed  to  have 
a  wider  and  more  intimate  knowledge  of  affairs  than  you 
have;  your  command  of  facts  and  figures  surprises  me.  Is 
there  anything  else  you  want  to  say  generally  to  the  mem- 
bers of  the  Commission  before  we  let  you  go  for  a  little 
whi  le  ? 

MR.  FAimiEEKTHER :     With  regard  to  what,  sir? 
LORD  ASHFIELD:    Anything        is  there  anything  in  the 
back  of  your  head  that  you  would  ask  about  if  you  were  sitt- 
ing here  as  a  member  of  the  Commission? 

MR.  P^.IRWEiiTHER :    With  regard  to  operations? 
LORD  ASHFIELD:    About  the  transport  system  generally 
in  Canada,  the  matters  we  are  dealing  with.      Do  you  think 
we  have  properly  discharged  our  duty  towards  you,  or  i s 
there  something  we  should  have  asked  that  we  have  failed 
to  ask?      Have  you  any  secrets  you  would  like  to  tell  us? 

MR.  Fi^IRWEfxTHER:     I  started  on  that,   sir,  the 
other  day  and  you  cut  me  off,   saying  you  did  not  wish  the 
subject  touched  on  at  that  time. 

LORD  kSHFIELD:    Which  subject? 
m.  Fr.IRWEr.THER J     When  you  were  talking  to  me 
about  what  I  would  do  if  I  were  in  a  position  of  power, 
and  I  said  I  would  reorganize  the  finances  of  the  Canadian 
National  Railway.       I  said,  however,  that  would  not  be 
sufficient.       If  you  would  wish  me  to  express  my  views  on 
that,  why,  I  shall  do  so,  but  you  intimated  at  that  time 
you  did  not  wish  me  to  pursue  the  matter. 
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LORD  ASHPIELD:     I  think  we  are  dealing  with  ques- 
tions of  fact        the  moment. 

MR.  FAlRVyEr.THER :  Quite. 

LORD  ASHPIELD:     What  I  had  in  mind  was  matters  of 
policy  affecting  the  Canadian  National  Railways  during  the 
time  you  have  been  connected  with  it,  whether  in  the  pursuit 
of  that  policy  you  have  anything  you  would  like  to  say  to 
us  that  we  have  overlooked  at  the  moment.      I  shall  not  dis- 
regard what  you  have  said  to  me  just  now;   it  may  "be  that  at 

a  later  stage  when  we  have  brought  under  review  the  situa- 
tion better  than  we  have  up  to  the  present,  it  would  be 
useful  to  us  to  have  some  observations  from  you  of  a  general 
character.        Perhaps  we  have  not  quite  reached  that  stage 
yet . 

COmilSSIONER  LEMAN;     As  a  matter  of  fact,  Mr. 
Fairweather,  you  expressed  to  us  your  general  idea  as  to 
the  value  of  the  railway  system  —  just  in  a  cauual  way. 
Would  you  give  us  an  estimate  as  regards  the  steamship  end 
of  the  Canadian  National  Railways? 

MR.  P^.IRWEaTHER:     Of  its  value? 

COmilSSIONER  LEMiiN:     Yes        what  you  would  take  it 
over  for, 

SIR  JOSEPH  FIAVELLE:    As  a  Christmas  present? 
MR.  Fi^IR'VVEx^THER:    As  a  Christmas  present. 
COMMISSIONER  LE!A^.N:     So  that  is  your  answer? 
I/E.  FiilRWEiiTHER:     I  may  say  this,  that  generally 
speaking  I  believe 

SIR  JOSEPH  FIAVELLE:     Would  you  accept  it  as  a 

Christmas  present? 

m.  Px^.IRWEiaTHER:     If  I  were  permitted  to  insure  it. 
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But  I  may  say  in  general  that  I  feel  that  one  of  the  de- 
fects of  the  Canadian  National  organization  has  been  the 
ramifications  of  its  operations.     If  it  had  confined  it- 
self more  directly  to  the  rail  transportation  problem  I 
think  it  would  have  been  better,  because  I  firmly  hold 
that  no  finer  body  of  transportation  men  exists  than  the 
Canadian  National  officers.      But  transportation  is  a  very 
specialized  form  of  business,  and  when  these  specialists 
engage  in  sidelines  they  are  very  apt  to  commit  indiscre- 
tions. 

THE  CHtaRMkNs    We  are  very  much  obliged  to  you, 
Mr.  Fairweather. 


(Page  180  follows) 
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ROYAL  COMvilSSION  Oil  RAILWAYS  AMI  TRANSPORTATION 


The  Royal  Commission  appointed  to  inq.uire  into  the 
whole  problem  of  transportation  in  Canada,  ^particular- 
ly in  relation  to  railways,  shipping  and  communication 
facilities  therein,  having  regard  to  present  conditions 
and  the  probable  future  developments  of  the  country,  met 
in  private  conference  on  the  special  train  en  route, 
Sunday,  December  13,  1931. 


PRESENT : 

Right  Hon.  Lyman  Poore  Duff,  P.O.,  Chairman 
Right  Hon.  Lord  Ashfield 
Sir  Joseph  Y/.    FTavelle,  Bart. 
Beaudry  Leman,Esq.., 
Leonor  Fresnel  Loree,Es(i. 
\Va It  e  r  Char le  s  Mur ray ,  Es  q. . , 
John  Clarence  V/ebst or,  Esq. , 


Commissioners 


Arthur  Moxon,  Ssq.,K.C.,  Secretary 


r 


Officers  of  Canadian  Pacific  Railway  Company 


D.  C.  Coleman,  Vice  President  Western  Linos 

E.  Ee  Lloyd,  Comptroller 


r 
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V/Gstcrn  Tour, 

En  Route  Vancouvc r- Calgary , 

Sunday,  LGcemtier  13,  1931, 

PRIVATE  COHFEREFCE 

The  following  Exhibits  were  filed: 

Exhibit  P^.  Canadian  Pacific  Railway  Company's 
general  statement  of  operations 
covering  ten  year  period,  1921-1930. 

Exhibit  p"*^.  Appendix  to  P^, 

Exhibit  pQ,  Series  of  statements  made  in  ansvjer 
to  questions  submitted  by  Sir  Joseph 
Flavelle. 

MRo  D.  C.   COLESLAW  (Vice  President,  V/estern  Lines): 
Mr.  Cl^airman,  as  you  suggested  that  I  should  make  a  general 
stateme<nt  showing  the  effects  of  Canadian  National  compe- 
tition oris  the  Canadian  Pacific  in  the  west,  may  I  suggest 
at  the  outset  that  it  is  difficult  to  define  what  is  fair 
competition  and  what  might  be  regarded  as  unfair  competition. 
It  is  also  hard  to  locate  the  exact  point  v>/here  competition, 
which  is  in  its  scope  and  incidence  in  the  public  interest, 
develops     into  extravagance  and  waste  injurious  to  the 
public  ¥\felfarc. 

Xihcn  the  Grand  Trunk  Pacific  and  the  Canadian  Nor- 
thern Railways  v;ere  merged  to  form  the  Canadian  National, 
t?ie  service  they  Y\iere  rendering  in  Western  Canada,  particu- 
larly in  the  case  of  the  Canadian  Northern,  was  undoubtedly 
inferior  in  quality  to  thct  furnished  by  the  Canadian  Pacif- 
ic.   An  improvement  was  to  be  expected  and  v\/as  long  over-due 
to  the  people  whom  these  railways  had  attempted  to  serve. 
Train  schedules  were  improved,   obsolete  passenger  train 
equipment  was  replaced,,  a  more  adequate  car  supply  v\/as  arran- 
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ged  for  shippers  of  freight,  and  transportation  conditions 
in  their  territory  v;cro  generally  made  more  tolerable.  If 
that  regenerative  process  meant  the  loss  of  some  traffic  to 
the  Canadian  PacifiCi  I  do  not  feci  that  v;c  had  any  ground 
for  complaint;  but  unfortunately,  in  our  opinion,  it  v/as 
followed  by  excesses.    Unnecessary  trains  v/ere  added,  freight 
train  schedules  betv/een  competitive  points  were  ?.ccelerated 
to  an  unprofitable  degree,  unnecessary  luxuries  in  the  "way 
of  train  eq.uipment  and  service  were  introduced,  and  an 
effort  V7as  made  to  duplicate  or  to  surpass  every  facility 
supplied  by  the  Canadian  Pacific,  whether  or  not  it  fitted 
into  the  necessities  of  the  Canadian  National.    For  example, 
take  the  colonization  department.     The  Canadian  Pacific  had 
one,  V7ell  organized,  in  order,  primarily,  to  settle  its  own 
lands  and  incidentally  to  solicit  the  immigrant  travel  from 
Great  Britain  and  Europe  for  its  ovm  steamships.  The 
Canadian  National  had  practically  no  lands  to  settle;  it 
had  no  passenger  steamships  on  the  Atlantic;  but  it  pro- 
ceeded to  organize  a  colonization  department  on  elaborate 
lines.     The  Canadian  Pacific  had  a  commodious  hotel  at  Van- 
couver vjhich     for  a  large  portion  of  the  year  had  difficulty 
in  securing  sufficient  ;)atronage  to  make  operating  expenses. 
The  Canadian  National  must  needs  have  one  larger  and  more 
expensive . 

There  are  other  major  projects  to  which  I  will  re- 
turn later, but  I  should  like,  first,   to  refer  to  some  less 
conspicuous  features  of  competition  which,   in  the  aggregate, 
mean  a  deal  of  money  to  both  companies,     I  have  in  mind  such 
practices  as  office  and  house  delivery  of  railway  tickets, 
the  opening  of  unnecessary  up-town  freight,  ticket  and 
telegraph  offices,  the  supplying  of  telegraph  call  boxes  to 
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individuals  and  firms  v/ho  do  little  business  vath  the  tel- 
egraph companies,  the  extension  of  free  express  delivery 
in  the  cities  and  the  Iwliolesale  distribution  of  railway 
timetables . 

ViJhen  the  amalgamation  was  made  effective,  the  traffic 
or  soliciting  staff  of  tv\/o  railv^ay  companies  v\/as  incorpor- 
ated in  the  new  organization  and  an  intensive  solicitation 
of  business  was  undertaken.    An  advertizing  programme  of 
very  great  proportions  was  embarked  on  and  the  results  are 
apparent  in  the  traffic  expenses  of  both  companies. 

Free  transportation  has  been  dispensed  on  generous 
lines.    Many  members  of  the  press,  for  example,  carry 
annual  passes,  which  is  not  the  practice  in  any  other  country. 

LORD  ASHFIELD:  Have  you  the  total  number  of  passes 
issued  by  the  Canadian  Pacific  Railv^ay? 

IvIR.  COLatA.1:  Yes,  we  have  a  list;   it  is  obtainable. 

SIR  JOSEPE  FLAVSLLE;  The  press  v\/ould  not  come  within 
the  statutory  limitation  on  passes? 

I/lR.  COLEKIAW:  Yes,  working  journalists. 

LORD  ASHPIELD:  Does  the  Canadian  law  deal  with  the 
q.uestion  of  free  transportation? 

MR.  COLEJIAN:  There  is  a  clause  in  the  Railway  Act, 

LORD  ASIIFIELD:     Do  you  know  how  it  compares  with  the 
law  in  the  United  States? 

MR.  COLM'IAN:  It  is  somewhat  more  liberal,  and  latitude 
is  allov\/ed  the  Railway  Commission  in  its  interpretation  of 
the  section;   so  a  great  many  orders  from  time  to  time  have 
been  issued. 

LOiRD  ASHFIELD:  You  say  there  are  many  loopholes  in 
this  law  which  admit  of  evasion  on  a  large  scale? 

MR.  COLEMAN:  I  would  say  the  law  is  so  broad  that 
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it  is  capable  of  abuse. 

THE  CHAIRMAN:  Evasion  is  not  necessary. 

MR,  COLEMAN:  In  the  case  of  athletic  clubs,  the 
routing  of  travelling  teams  has  been  secured  by  the  exten- 
sion of  favours  to  trainers  and  club  officials. 

The  branch  line  programme  of  the  tvjo  companies  has 
been  referred  to  by  the  Chairmano     The  provision  made  for 
branch  line  building  by  the  Canadian  National  has  been  so 
liberal       provision  has  been  made  by  Parliament  —  that  the 
Canadian  Pacific  has  been  forced  to  anticipate  the  building 
of  lines  which  might  have  been  deferred  without  any  serious 
injury  to  the  public.     Protective  lines  have  had  to  be 
projected  under  the  threat  of  invasion  of  territory  by  the 
Canadian  National,  who  could  easily  summon  a  measure  of 
support  for  any  building  proposal    when  the  spending  of 
public  money  was  generally  regarded  as  a  meritorious  per- 
formance . 

THE  CHAIRMAN  :  You  might  enlarge  on  the  measure  of 
support. 

MR.   COLEMAN:  I  might  say,  sir,  that  it  was  easy  to 
get  petitions  sent  to  the  government  and  to  v;ork  up  an 
agitation  in  the  press  in  favour  of  any  particular  branch 
line. 

THE  CHAIRMAN:  Quite  so. 

MR.  COLEHIAN:  Outstanding  illustrations  can  be  given, 
A  railway  line  was  built  into  the  Okanagan  District  from 
Kamloops.     The  territory  was  already  adeq_uately  served  by  th 
Canadian  Pacific.    By  reason  of  water  supply  conditions  the 
production  of  fruit  in  that  district  cannot  be  materially 
increased,  and  it  is  doubtful  if  the  peak  tonnage  reached 
some  years  ago  can  be  surpassed. 
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THE  CHAIRI/IAN:  You  might  explain  as  to  the  water  con- 
ditions. 

MR.  COLEIviAIT:  Fruit  and  vegetables  in  the  Okanagan 
Valley  are  all  grown  under  irrigation,  and  the  amount  of 
v;ater  available  depends  on  the  volume  of  the  mountain  streams. 
The  amount  of  v;ater  has  been  measured,  and  it  is  q.uite 
apparent  that  little,  if  any,  additional      acreage  in  that 
district  can  be  supplied  with  water  from  those  streams.  I 
think  it  is  doubtful  if  -bhe  peak  tonnage  reached  some  years 
ago  can  be  surpassedc 

Last  year  during  the  shipping  season  a  check  shov/ed 
that  on  a  number  of  occasions  the  two  railways  ran  nine 
trains  to  provide  for  a  tonnage,  v;hich,  under  non-competi- 
tive conditions,  had  been  handled  by  the  Canadian  Pacific 
with  three  trains. 

THE  CHAIR]\0!l1T :  That  was  an  aggregate  of  nine  trains 
on  the  tv/o  railv/ays? 

COLET/IAl'J:  Yes.     Both  railways  have  freight  offices 
in  Vernon  v;ithin  a  short  distance  of  the  Union  Station,  and 
separate  telegraph  offices  at  Kelovma  within  a  stone's  throw 
of  the  Union  Station.        Y/ith  the  competition  of  the  motor 
bus  and  truck,  railway  traffic  in  that  valley  is  more 
likely  in  future  to  decrease  rather  than  to  increase. 

On  Friday  you  saw  the  line  being  built  by  the 
Canadian  ^^ational  on  Lulu  Island.     It  must  be  apparent  from 
your  observations  and  from  the  map  that  any  new  industries 
v/hich  may  locate  on  the  Island  could  be  much  less  expensiv- 
ely served  by  trackage  off  the  existing  Vancouver  and  Lulu 
Island  Railway.     It  is  mereljr  an  p.ttempt  to  tie  up  the  water 
front  for  the  future,  to  obtain  access  to  industries  now 
located  on  our  line  and,  incidentally,   it  deprives  the  B.C. 
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Electric  of  haulage  to  Atbotsf ord  on  eastbound  freight 
originating  on  the  Vancouver  and  Lulu  Island  line.     I  have 
a  map,   sir,  v;hich  illustrates  that  situation. 

THE  CHAIEl/EAH:  Have  you  any  idea  of  the  total  invest- 
ment in  the  B.C. Electric  Railv/ay? 

MR.  COLEiy[A.N:  No,  sir.     It  is  very  large. 

THE  CHAm/[AU:  Yes,   it  is  enormous. 

MR.  COLEtilAN:  The  majority  of  the  stock  has  passed  in- 
to Canadian  hands  --  Nesbitt  Thomson  and  Holt  Gundy. 

(Mr.  Coleman  h?.ving  explained  the  location  on  the 
map ) : 

SIR  JOSEPH  FLAVELLE:  The  statement  made  at  the  meet- 
ing in  Vancouver  by  the  representative  of  the  Harbour  Com- 
missioners for  the  North  Eraser  rather  indicated  that  the 
portion  of  the  industrial  district  v;Mch  you  control  had 
been  fully  developed,  all  the  lots  having  been  taken,  and 
that  the  connections  made  by  the  Canadian  National  opened 
up  a  more  extensive  area  for  development.    Was  that  a  cor- 
rect statement? 

IvCR.  COLEIVLAN:  That  is  the  inference  you  could  draw 
from  what  he  said.     But  my  point  is,   sir,   that  that  could  be 
much    less  expensively  served  as  it  develops  by  building 
spurs  from  the  existing  spurs    of  the  Vancouver  and  Lulu 
Island  line. 

The  speaker  at  the  hearing  said  that  the  industrial 
area  to  be  reached  would  serve  the  needs  of  three  genera- 
tions to  comeo     You  recollect  that? 

SIR  JOSEPH  FLAVELLE:  I  do  not  recollect  that  ex- 
pression. 

THE  CHAIRMAN:  Y/hat  was  the  area  he  was  talking  about? 
MR.  COLEMAN:  The  area  along  the  main  Eraser.  He  said 
it  would  serve  the  needs  of  three  generations  to  come.  In 
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the  meantime  I  presume  a  portion  of  the  public  money  in- 
vested, must  be  unproductive. 

I  am  informed  that  only  one  industry  so  far  has  "been 
located  on  this  nev\/  area  to  "be  opened  up  by  the  Canadian 
National;  that  is  a  small  rice  mill  which  v\/as  formerly  lo- 
cated on  the  Canadian  PacifiCo 

THE  CHAimriAN:  That  has  actually  been  located? 
MR.  COLMltiill:  Yes.     They  claim  they  went  over  there 
on  account  of  loY/er  taxation.     They  refused  a  site  on  the 
Canadian  Pacific. 

The  'i7orst  instance  of  unnecessary  duplication  of  * 
service  in  the  west  was  the  placing  of  steamships  on  the 
run  betv/een  Vancouver,  Victoria  and  Seattle.     The  Canadian 
Pacific  had  built  up  a  service  there  which  the  late  James 
J.  Hill  described  as  the  best  ferry  service  in  the  world. 
Y\fe  had  built  in  Great  Britain  ships  of  the  most  modern 
type,   convenient  and  comfortable  to  the  point  of  luxury 
t'v/o  of  them  capable  of  a  sustained  speed  of  over  22  knots. 
But  over  |6, 000, 000  was  expended  in  building  three  ships 
designed  to  be  larger  and  faster  than  our  best.     The  total 
capitalization  of  our  entire  fleet,  v^/hich  serves  thousands 
of  miles  of  coastline,  is  not  materially  greater  than  the 
cost  of  those  three  ships.    Bhey  have  now  been  taken  off 
the  run,  and  you  can  ascertain  what  they  cost  the  Canadian 
Pacific  by  taking  their  gross  earnings  while  in  service. 
It  is  t 0  be  doubted  if  they  increased  the  traffic  on  the 
run  to  the  extent  of  a  solitary  passenger  or    a     single  ton 
of  freight . 

And  finally  in  the  cost  of  unnecessary  competition 
consideration  may  be  given  to  the  price  paid  for  the 
IJorthern  Alberta  Railways.     The  Canadian  Pacific  was 
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prepared  to  make  a  reasonable  arrangement  for  the  operation 
or  purchase  of  these  properties,  but  the  Canadian  ^lational 
stepped  into  the  picture,  encouraged  the  ovmers  to  expect  a 
higher  price,  and  by  favourable  terminal  and  traffic  arrange- 
ments enabled  the  owners  to  bring  pressure  on  the  Canadian 
Pacific  by  denying  us  any  share  in  the  inbound  or  outbound 
traffic.     In  order  to  regain  any  connection  vi/ith  this  po- 
tentially great  territory,  the  Canadian  Pacific  had  to  buy 
at  a  figure  much  higher  than  v\/ould  have  been  the  case  had 
it  not  been  for  the  presence  of  another  prospective  purchas- 
er.     May  I  add  that  after  the  purchase  of  the  railv;ay  the 
Canadian  National  came  in  and  bought  a  half  interest. 

THE  CH/LIPJ/M:  After  that  preliminary  statement,  Mr. 
Coleman,  would  it  be  convenient  for  you  or  the  comptroller 
to  explain  the  capital  structure  of  the  Canadian  Pacific 
Railway  Company?  I  am  perhaps  not  using  that"  term  "capital 
structure"  in  the  strictly  technical  financial  sense.  I 
mean  the  legally  authorized  capital  of  the  company  divided 
into  common  stock,  preferred  stock,  and  so  on.     I  do  not 
think  that  that  is  in  the  documents  you  have  furnished  us. 

I£R.  COLM'IASF:  Mr.  Lloyd  can  explain  that. 

MR.  E.E.IiOYD  (Comptroller  of  the  Canadian  Pacific 
Railway  Company):  At  the  close  of  1930  we  had  ordinary  stock 
^335,000,000. 

THE  CHAXEMAW:  I  am  speaking  of  the  authorized  capital, 
MR.  LLOYD:  V/e  are  authorized  to  issue  ordinary  stock 
up  to  .1375,000,000.     The  preferonco  stock  we  are  authorized 
to  issue  up  to  50  percent  of  the  common  stock  that  is  sub- 
scribed from  time  to  time.      The  debenture  stock  we  can 
issue  no¥/  for  two  purposes  only,  that  is  to  say,  constructiai 
of  new  lines  or  acquisition  of  the  securities  of  lines  that 
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are  leased  to  us  and  for  the  construction  of  steamships. 
TIIE  CHiilRl'IAN:  Is  there  any  limit  on  that? 
k"R.  LLOYD:  No,  sir» 

THE  CEtLimi/^IT:  Except  the  limit  arising  out  of  — 
I'IR.  LLOxT):  There  is  no  actual  limit. 
THE  CHi^IRIvM:  First,  you  have  (.375,000,000  of  what 
you  call  ordinary  stock? 

MR>  LLOYD;  Yes,  sir. 

THi:  CK-xI HI'IAN :  Then  you  can  issue  preferred  stock  up 
to  50  percent  of  the  issued  common  stock  or  ordinary  stock 
from  time  to  time? 

IvIR.   LLOYD:  Yec,  sir. 

THE  CI-Ii^IRIiM:  In  addition  to  that  you  have  authority 
to  issue  debenture  stock  for  certain  specif i6/d  purposes? 
m,  LLuYD:  Yes,  sir. 

THE  CILiIRIvM:  ITo  limit  as  to  amount,  the  limit  arising 
only  out  of  the  specification  of  purposes? 
MR.  LLOYD:  Yes,  sir. 

THE  CEt^-IRIvltiN:  And  those  purposes  are  —  if  you  v^ill 

kindly  repeat  them. 

MR.  LLOYD:  The  construction  of  new  lines;  the  acq.ui- 

sition  of  securities  of  lines  that  are  leased  to  us;  the 
construction  of  steamers. 

SIR  JOSEPH  FLull/ELLE:  Do  you  take  your  debenture  stock 
as  part  of  your  funded  deht? 

MR.  LLOYD:  Yes,  sir. 

SIR  JOSEPH  FLaYELLE:  Because  it  does  not  appear  on 
your  balance  sheet  as  debenture  stock. 

IvIR.  LLOYD:  V/e  keep  that  as  the  funded  debt.. 

SIR  JOSEPH  FLAVELLE:  How  much  of  that  is  outstanding? 

MR.  LLOYD:  There  is  (;.291, 000, 000. 

COMMISSIOilER  LOREE:  Are  those  voting  pov\/er  debentures? 
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HR.  LLOYD:  No,  sir. 

THE  CHAIHvIAII:  You  might  explain  about  the  voting 
pov;er.     How  does  that  stand? 

MR.  LLOYD:  The  voting  povjer  of  the  common,  of  couroe, 
is  tht-  controlling  — 

THE  CHAIRIIA3T:  There  are  votes  attached  to  the  common 
and  to  the  preferred? 

m.  LLOYD:  Yes. 

THE  CBvIRlvIiUT:  A  vote  for  each  sh-^re? 

MR.  LLOYD:  A  vote  for  each  share  of  the  ordinary, 
but  four  to  one  on  the  preferred. 

THE  CHi^IRI.lAN:  One  vote  for  four  shares  oi'-  the  pre- 
ferred? 

MR.  LLOY'D:  Yes,  sir. 

LORD  ASHFIELD:  Do  the  preference  shareholders  vote 
*/7ith  the  ordinary  shareholders  at  a  meeting  on  all  q.uestions 
upon  which  the  ordinary  shareholders  vvould  vote,  or  are 
the  voting  ri^/hts  of  the  preference  shareholders  suspended 
and  only  operative  in  the  event  of  the  preference  shareholde 
being  affected? 

MR.  LIflYD:  That  is  it. 

LORD  ASHFIELD:  They  cannot  vote  at  the  ordinary  ^nera 
meeting  of  the  company  unless  their  interests  are  in  jeo- 
pardy ? 

IvIR,  LLOYD:  Yes,  sir, 

THE  CHaIRIvM:  That  must  be  by  statute • 
m.,  LLOYD:  Yes,  sir. 

THE  CHAIRMArl:  You  have  a  statute,  and  under  it  you 
have  power  to  make  by-laws.     Perhaps  it  is  covered  by  the 
authorized  by-lay;s.     Can  you  remember  v,fhen  the  statute  was 
"oassed? 
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MR.  LLOYD:  No-  but  I  can  get  the  reference. 

THE  CHAiraiANs  I  think  Mr.  Coleman  was  good  enough 
to  let  us  see  his  book  which  gives  the  statute.     It  would 
be  really  more  convenient  for  us  to  look  that  up  our- 
selves if  you  will  let  us  have  the  reference  later. 

MR.   LLOYD  J  Yes,  sir. 

THE  CHAIRI.IAN?  I  think  you  have  a  statement  showing 
how  the  company  stands  now  with  regard  to  issued  stock 
and  so  on . 

MR.  LLOYD;  I  have  up  to  the  end  of  the  year, 
December  31,  1930. 

THE  GHAIRI/IAN:  Perhaps  you  would  not  mind  giving  us 
the  whole  things   ordinary^   preference  and  debenture  stock. 

MR.  LLOYD s  ¥/e  have  lip335, 000 , 000  of  ordinary  stock. 

THE  CHAim/iAN:  Is  thst  fully  paid  up? 

MR.  LLOYDs  Yes^   sir.     Of  preferred  stock  v/e  have 
$129,348,587.79. 

THE  GHAIRMATT:  Fully  paid  up? 

MR.  LLOYD;  Fully  paid  up,   sir.     Then  we  have  deben- 
ture stock  of  $291,411,548.74;   that  is  fully  paid  up.  Then 
we  have  collcteral  trust  gold  bonds.     Do  you  wish  them 
separately? 

THE  GHAIRIM:  That  is  a  different  matter. 

SIR  JOSEPH  FLrVELLE;  What  you  are  reading  is  on  the 
balance  sheet,   except  you  have  not  divided  up  the 
$446,000,000  as  you  are  now  dividing  it. 

MR,  LLOYDo   I  put  that  all  under  funded  debt. 

THE  CHAIRI''IAN;   I  rather  wanted  to  get  the  amount  of 

the  fully  paid  ordinary  stock,  preferred  stock  and  deoen- 

ture  stock,   so  as  to  have  a  picture  of  the  shares. 

SIR  JOSEPH  FLaVSLLEs  It  is  really  the  same  thing,  s 
as  they  show  it  on  the  balance  sheet.     I     sked  a  little 
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while  ago  where  the  debenture  stock  v>?as,  because  they  had 
put  it  in  as  funded  debt. 

!EHE  CHAIRB/IM:  The  reason  for  my  question  was  to  have 
in  the  first  place  your  formal  capital  structure,  and  then 
to    know  hov\/  it  stands.    V/here  can  v^e  get  the  authority  for 
issuing  bonds?    It  must  be  defined  somewhere, 

MR.  LLOYD:  I  will  make  a  note  of  that. 

THE  CHAimM:  You  can  give  the  reference  later.  The 
particulars  of  the  funded  debt  are  given  in  the  statement? 

MR.  LLOYD:  Yes,  sir. 

THE  CHAIMM:  Is  there  anything  further,  Sir  Joseph? 
SIR  JOSEHi  FLAVELLE:  No,  sir.     Particulars  of  the 
$446,000,000  are  soraevifhere  in  this  statement? 
MR.   LLOYD:  That  is  on  Exhibit  C. 

SIR  JOSEPH  FLAVELLE:  I  suppose  the  difference  between 
your  debenture  stock  and  your  bonds  is  that  one  is  per- 
petual, the  debenture  stock,  and  the  other  is  for  a  period? 

MR.  LLOYD:  Yes,  sir. 

LORD  ASHFIELD:  If  I  understood  your  previous  state- 
ment you  said  that  your  borrov;ing  povjers,  that  is,  your  right 
to  issue  debenture  stock,  is  limited  to  the  cost  of  acquisi- 
tion of  -- 

MR.  LLOYD:  Building  new  lines  or  the  acquisition  of 
the  securities  of  leased  lines. 

LORD  ASHFIELD:  Or  of  companies  you  may  take  over? 
MR.  LLOYD:  Yes,  sir. 

LORD  A3IFIELD:  Does  that  moan  that  the  total  cost  is 
to  be  carried  by  the  issue  of  debenture  stock? 

MR.  LLOYD:  Yes,  v;e  can  issue  debenture  stock  up  to  the 
cost  of  the  securities  that  we  buy.    On  branch  lines  we  are 
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limited  to  a  certain  figure,  $40,000  a  mileo 

LORD  ASHFIELB:  And  in  respect  of  the  securities  of 

the  existing  undertaking,  you  can  acq.uire  those  securities 

t)y  the  issue  of  debenture  stock  co¥ering  the  full  cost  to 

the  Canadian  Pacific  Railv^ay? 
MR.  LLOYD:  Yes,  sir. 

MR.  COLMViAlM:  Usually  when  a  branch  line  is  authorized 
"by  special  Act  of  Parliament  the  amount  of  the  hond  issue 
is  specified  in  the  Acto 

LORD  ASKFIELD:  The  arrangement  as  to  deloenture  stock 
is  a  recent  one,   is  it  not? 

MR.  LLOYD:  No. 

LORD  AS^IELD:   It  is  an  old  arrangement? 
MR.  LLOYD:  Yes. 

LORD  ASHFIELD:   So  the  interest  on  the  cost  of  new 
"branch  lines  to  the  Canadian  Pacific  is  a  fixed  charge? 
Lffi.  LLOYD:  Yes. 

LORD  _^3HFIELD:  Therefore  if  the  branch  lines  failed 
to  meet  their  fixed  charges,   those  "become  a  direct  operating 
loss  to  the  Canadian  Pacific  Railv^/ay? 

MR.  LLOYD:  Yes. 

LORD  ASHFIELD:  Putting  it  in  another  way,   to  that 
extent  you  are  in  exactly  the  same  position  as  that  of  the 
Canadian  National  Railways? 

MR.  LLQ'YD:  I  do  not  quite  understand  that. 

LORD  ASHFIELD:  The  point  is  this,  that  the  Canadian 
National  Railwe.ys  have  no  equity  stocks  on  which  any  "burden 
can  fall  in  the  event  of  a  deficit,  and  therefore  the 
money  has  to  be  provided  from  some  source  or  another;  that 
is  with  respect  to  the  vvhole  of  their  undertaking. 

MRo  LLOYD:  Yes. 
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LORD  iiSEFIELD:  As  I  understaM  you  no¥\/,  with  ros^ect 
to  your  branch  lines  operations,  vi/hatovcr  deficit  there- 
may  bo  must  okj  provided  by  the  Canj.dian  ^-''aGific  Rail^way? 

MR.  LLOYD:  Yes,  sir. 

LORD  ASKFILLD:  Therefore  of  .course  it  is  something 
less  for  the  shareholders  of  the  Canadian  Pacific  should 
they  have  to  meet  this  deficit. 

LIR.  LLOYD:  Yes. 

LORD  i:i.3'TIELD:  But  so  far  as  the  operation  of  branch 
lines  per  se^'  is  concerned,   you  are  re^illy  in  exactly  the 
same  position  as  the  Can.dian  i^ational  Railv/ays. 

IvlR.  LLOYD:  Yes,   I  agree, 

LORD  iioHFELD:  You  see  m.y  point? 

J/IR.  LLOYD:  Yes^ 

COlJvIISSIOilJJR  LSI 'IAN:  As  bctv/een  the  po'-'er  you  have 
of  issuing-  debenture  stock  for  the  full  value  of  the  lines 
you  acquired  and  vihat  you  actually  did,  v;ould  th..t  be 
exactly  the  same  thing? 

im.  LLOYD:  No. 

TKE  CKAIH]\iAN:  The  limit  in  the  statute  is  •;^40,000 
a  mile  or  v/hatever  it  may  be.     It  is  in  the  acquisitiox"  of 
the  SGCu.rltiejj  of  leased  lines  or  in  the  building-  of  ships 
that  there  is  no  limitation  :.s  to  -..mount ;  tho  restriction 
arises  only  out  of  the  purpose  for  Tjhich  the  money  is  to 
bo  applied. 

COmilSSIOlJLR  LSIAJT:  They  can  do  it,  but  have  they 
issued  debenture   .'-r.cock  for  the  full  e.mount? 

THE  CPIAlRJ'IAI^y:  Is  that  so,  Ilr.  Lloyd;  in  the  case  of 
the  building-  of  ships,   for  oxe.mple,  have  you  been  providing 
for  the  cost  by  issuing  debenture  stock? 

MR.  LLOiT):  \7e  have  not  ca'Diijalized  all  our  ships. 
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THE  CHAIRMAK;  You  have  in  some  cases? 
MR.  LLOYD:  We  have  in  some  cases. 

THE  CH^IEMM^:  And  in  the  case  of  the  acquisition  of 
securities  of  leased  lines? 

MR,  LLOYD:  In  that  case  it  is  pretty  well  taken  care 
of  through  the  issue  of  debenture  stock. 

LORD  ASHFIELD:  May  I  ask  why  it  is  done  that  way,  be- 
cause the  Canadian  Pacific  Railway  is  a  very  substantial 
corporation;  why  is  it  that  no  part  is  borne  by  eq[uity 
stocks? 

MR.  LLOYD:  Of  course  it  is  a  cheap  stock,  a  4  percent 

stock. 

LORD  ASHEIELD:  It  is  looked  upon  by  the  Canadian 
Pacific  Railway  as  an  advantageous  arrangement? 
MR.  LLOYD:  Yes. 

LORD  ^SHFIELD:  Not  because  your  credit  is  not  eq.ual 
to  the  strainj 

MR,  LLOYD:  Quite. 

SIR  JOSEPH  FLAVELLE:  What  is  the  priority  of  this 
preferred  stock  as  to  dividend?        '^Ur.  f^-'^'^i 

MR.  LLOYD:  The  preferred  stock  is  the  first  lien  on 
our  entire  property. 

SIR  JOSEPH  FLAVELLE:  You  mean  it  comes  before  the  bond 
interest? 

MR.  LLOYD:  Yes. 

SIR  JOSEPH  FLA.VELLE:  The  first  payment  from  any  pro- 
fits is  payment  of  the  dividend  on  your  perpetual  deben- 
ture stock? 

m.  LLOYD:  Yes. 

SIR  JOSEPH  FLAVELLE:  Of  course,   it  is  really  a 
method  of  getting  cheap  money  for  the  purpose  of  carrying 
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on  your  capital  structure. 
MR.  LLOYD:  Yes,  sir. 

SIR  JOSEPH  FLAVELLE:  Your  capital  in¥estment s,  what- 
ever they  may  be;  and  you  are  limited  in  amount  by  the 
readiness  ¥/ith  which  the  market  v/ill  take  the  debenture 
stock  and  the  provisions  under  v/hich  you  can  use  it. 

MR.  LLOYD':    Yes,  sir. 

THE  CHAIRMAN:  This  debenture  stock  yields  to  the 
holder  of  it  precisely  what  in  income? 

MR.  LLOYD:  4  percent. 

THE  CKAIRIfiAN:  That  is  all  he  gets? 
1£R.  LLOYD:  Yes. 

LORD  A3KFIELD:  After  all,   this  new  financing  is  on 
a  4  percent  basis. 

MR.  COLEMAI^:  Providing  we  sell  the  bonds  at  par. 

SIR  JOSEPH  FLAVELLE:  Under  existing  conditions,  Mr. 
Coleman,  what  is  the  market  rating  value  of  tha  t  debenture 
stock? 

MR.  LLOYB:    It  is  around  80. 

LORD  aSHFIELD:  Do  you  mean  nov;  or  during  the  past  tv^o 
or  three  years? 

m.  LLOYD:  Within  the  last  year. 

LORD  aSHFIELD:  Before  that  when, you  were  doing  the 
financing  what  v/ere  you  selling  it  at? 

1/IR.  LLOYD:  It  did  go  dovm  to  65  once.     We  have  sold  it 

at  a  premium. 

SIR  JOSEPH  FLAVELLE:  V/hen  you  speak  of  65,  you  never 
issued  it  at  65? 

MR.  LLOYD:  Yes,  we  sold  it  at  65. 

COmilSSIOICER  LORSZ::  What  is  the  average  price  on  your 
books  for  the  whole  outstanding  amount  at  par? 

Iffi,  LLOYD:  I  can  get  that.     I  would  say  it  would  be 
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somewhere  in  the  neighborhood  of  86  or  90. 

THE  CHAIRIM:  Now,  Sir  Joseph,  I  think  you  wanted  to 
hear  about  depreciation;  perhaps  this  would  be  a  convenient 
point • 

COmiSSIONER  LOREE:  May  I  raise  one  other  question? 
In  the  States  when  we  sell  bonds  at  a  discount  v/e  charge 
that  discount  to  profit  and  loss  or  to  the  life  of  the 
bonds.    V/hat  is  the  position  vjith  you? 

MR.  LLOYD:  Vife  charge  that  off  against  premiums  v\/e 
have  on  our  common  stock. 

SIR  JOSEPH  FLAVELLEr  That  is,  in  issuing  your  common 
!^tock  you  secured  a  premium  which  you  carried  to  a  special 
reserve,  and  you  have  used  that  special  reserve.     Do  you 
use  it  also  to  liquidate  the  discount  on  your  bonds? 

MR.  LLOYD:  We  have  done  so,  yes. 

SIR  JOSEPH  FLAVELLE:  So  far  as  your  cash  is  concerned, 
you  only  treat  your  stock  premiums  as  a  reserve  against 
possible  sale  of  securities  at  a  lower  price  than  par? 

MR.  LLOYD:  Yes.    Of  course,  it  is  available  for 
capital  purposes  —  the  premium  on  our  capital  stock. 

SIR  JOSEPH  FLAVELLE:  Has  it  been  sufficient  to  take 
care  of  what  you  charge  to  it  for  betterments? 

MR.  LLOYD:  Yes,  we  have  a  considerable  balance  there 
yet,  the  premiums  on  capital  stock,  $69,000,000. 

SIR  JOSEPH  FLAVELLE:  Unabs orbed? 
MR.  LLOYD:  Yes. 

LORD  ASHFIELD:  Before  v/e  come  to  the  question  of 
depreciation,  in  order  to  clear  up  the  position  that  might 

lead  to  the  discussion  of  depreciation,  may  I  ask  you,  Mr. 

Lloyd,  what  are  the  available  reserves  of  the  Canadian 

Pacific  today? 
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MR.  LLOYD:  You  mean  liquid? 

LORL  ASHFIELD:  Cash  or  in  market  securities  you  can 

sell. 

MR.  LLOYD:  At  the  end  of  last  year  we  had  cash  to 
the  amount  of  thirty  eight  and  three-quarter  million 

dollars,  and  the  investments  that  we  could  dispose  of  are 
carried  at  about  fourteen  million  dollars. 

LORD  ASHFIELD:  Is  that  book  value  or  their  present 
day  value? 

MR.  LLOYD:  That  would  be  their  cost  value.     We  have 
a  par  value  figure.     I  should  say  that  would  be  the  pa-r 
va  lue . 

SIR  JOSEPH  FLAVELLE:  That  is  investments  you  have 
made  in  securities  so  as  to  get  some  earning  pov/er  on  your 
cash  reserve? 

MR,  LLOYD:  Yes;  for  instance,  Consolidated  Smelters, 

SIR  JOSEPH  FLAVELLE:  But  you  have  a  rather  important 
investment    side  of  that  character,  have  you  not?  Those 
are  thrown  into  a  class  by  themselves,  are  they? 

IvIR.  LLOYD:  Yes,  we  keep  those  separately. 

SIR  JOSEPH  FLAVELLE:  ¥/hen  you  speak  of  having 
thirty-eight  million  dollars  odd  in  cash,  do  you  mean  that 
you  are  carrying  in  your  various  treasuries  throughout 
the  country  uninvested  cash  of  that  amount  not  earning  in- 
terest? 

MR.  LLOYD:  We  are  merely  earning  bank  interest. 

THE  CHAIRMAN:  Mr.  Lloyd,  you  can  get  us  the  reference 
showing  the  authority  of  the  company  vjith  regard  to  bond 
issues?    I  am  not  speaking  now  of  debenture  stock  especially. 
V/e  want  to  get  just    a    formal  idea  of  the  situation. 

MR.  COLEJilAN:  Yes.  I  have  the  reference  here  to  the 
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preference  stpck  whioh  could  lie  issued. 

THE  CHaIRIvM:  This  does  not  deal  v;ith  detienture 
stock  --  56  Victoria,  Chapter  41: "Shall  not  at  any  time  ex- 
ceed one  half  of  the  aggregate  amount  of  the  ordinary  stock." 
Then  there  is  provision  with  regard  to  voting. 

COimsSIOEER  LORSE:  Do  you  carry  the  value  of  your 
unsold  land  in  your  balance  sheet? 

¥R^  LLOYD:    Yes,  under  assets. 

COIGIISSIOLIER  LOREE:  At  vihat  value? 

MR.  LLOYD:  The  land  is  carried  at  various  value s^ 
about  tv/o  dollars  to  three  dollars  be  lovj  the  market, 

COLnvIISSIOATER  LOREE:  That  changes  from  time  to  time? 

MR.  LLOYD:  We  are  writing  it  down  all  thu  time,  v/e 
write  our  western  acreage  down  a  dollar  an  acre  a  year. 

SIR  JOSEPH  FLAVSLLE:  You  write  it  into  what? 

MR.  LLOYD:  Into  our  profit  and  loss.     It  just  re- 
duces our  assets. 

SIR  JOSEPH  FLAVSLLE:  l/ifhat  is  the  corresponding  entry 
on  the  other  side  of  the  book? 

MR.  LLOYD:  It  is  in 

SIR  JOSEPH  FLAVELLE:  It  is  not  an  operating  situation? 
MR.  LLOYD:  Oh  no. 

SIR  JOSEPH  FLAVELLi5:  Does  that  go  into  investments? 

IvIR.  LLOYD:  Ko„     The  only  place  where  the  land  appears 
is  in  the  balance  sheet.     It  does  not  touch  on  present  in- 
come or  operations.     It  is  carried  into  surplus  with  other 
assets . 

SIR  JOSEPH  FLAVSLLE:  The  lands  have  a  balance  sheet 
of  their  ov/n,  have  they? 

IvIR,  LLOYD:  Yes,  sir, 

SIR  J'OSEPH  FLAVELLE:  And  if  you  \7rite  a  dollar  an 
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acre  off  the  land  you  take  it  off  your  reserve  and  credit 
your  land? 

^•IR.  LLOYD:  Yes,  sir. 

COMMISSIONER  LOREE:  Mr.  Chairman,  there  is  one  item 
in  the  Drayt on-AcvJorth  report  that  I  am  not  ctuite  clear 
about.     They  state  the  cash  appropriated  by  the  government 
for  the  benefit  of  the  road,  then  they  give  the  lands  sold 
by  the  road  from  time  to  time  at  sales  price  and  not  at  the 
value  the  lands  had  at  the  time  they  Y/ere  given  to  the  com- 
pany.   The  report  Y;ould  seem  to  me  to  be  incorrect  in  that 
respect . 

THE  CHAIRlvlArl:  I  think  it  v/ould  be  more  convenient 
to  have  a  written  statement  showing  in  the  first  place  the 

cash  which  the  Canadian  Pacific  received  by  way  of  subsidie 
from  the  government,  then  the  assistance  by  v;ay  of  guaran- 
tees from  time  to  time  --  guarantees  I  suppose  in  respect  t 
which  the  government  has  never  been  called  upon  to  make 
good,  the  obligations  having  always  been  taken  up  by  the 
company;  also  the  extent  of  the  land  subsidies  and  of  the 
rail'vvay  mileage  that  was  taken  over,  and  then  particulars 
as  to  the  way  in  v/hich  the  company  has  valued  the  lands 
and  the  railway  mileage.     Just  as  Mr.  Loree  says,  in  the 
Drayt on-Ac7;orth  report     the  land  subsidy  which  was  given  in 
1881,  and  surveyed  and  marked  off  about  four  or  five  years 
later,  is  treated  as  having  a  value  eq.uivalent  to  the 
price  for  which  the  land  ought  to  be  sold.     Of  course 
at  the  time  it  was  given  it  was  worth  very  much  less  than 
that . 

ICR.  LLOYD:  Yes. 

THE  CHAlRIilAN:  Its  value  really  v/as  produced  by  the 
construction  of  the  railway. 
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MR.  LLOYD:  Yes. 

SIR  JOSEPH  FLAVELLE:  There  Wo.s  no  value  until  then. 

THE  CHAlRI\/iAN:  But  you  must  have  dealt  with  that  in 
some  v;ay.  I  think  you  v;ill  have  no  particular  difficulty 
in  providing  a  statement  showing  that. 

MR.  LLOYD:  No.  I  can  give  you  the  cash  and  the  land 
that  I'le  received,  and  the  value  of  the  railv^/ay  we  received; 
I  can  give  you  that  now  if  you  wish. 

THE  CHAIRMAN:  Yes.  On  v^hat  basis  do  you  arrive  at 
the  value  of  the  railway? 

MR.  LLOYD:  The  cost  to  the  government. 

THE  CHAIRIVIAN:  I  should  have  thought  the  proper  v;ay 
of  dealing  v/ith  it  v.'ould  be  to  charge  it  vjith  the  amount 
saved  to  you  in  construction.    However,  you  treat  it  as 
having  the  value  fixed  by  the  cost  to  the  government? 

MR.  LLOYD:  I'es.    By  way  of  cash        I  am  speakingnow 
of  the  C.P.R.--  we  received    40,  221,809. 

THE  CHaIRIvIAN  :  That  is  Canadian  Pacific  Railway? 

MR.  LLOYD:  Yes, 

SIR  JOSEPH  FLAVELLE:  That  included  the  first  grant 
of    25,000,000  and  the  subseq.uent  grant? 

MR.  LLOYD:  That  was    25,000,000.     Then  we  sold  back 
to  the  government  6,793,000  acres  of  land  at  $1.50  an  acre. 

SIR  JOSEPH  FLAVELLE:  Do  you  count  that  as  cash? 

MR.  LLOYD:  Yes,  we  take  that  in  lieu  of  the  land. 
Then  v/e  received  19,917,286  acres  of  land,  and  the  cost  of 
the  lines  built  by  the  government. 

COmilSSIOlER  LOREE:  So  at  that  time  the  land  would 
be  worth  only  |1.50  per  acre? 

MR.  LLOYD:  Yes,  although  they  refused  to  guarantee 
an  issue  of  bonds  against  the  land^  valuing  them  at  75  cents 
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an  ac  re  <. 

£  THL  CHAlPJ'iAE":  That  is,  the  govemriient  refused? 

MR.  LLOYD:  Yes. 

SIR  JOSEPH  FLAVZLLE:  Was  not  this  in  substance  the 
tra.nsact ion :  It  "being  difficult  to  finance  at  that  time, 
and  needing  ^plO,  000, 000 ,  you  received  that  sum  from  the 
government  and  you  gave  them  the        6,700,000  acres  of  land, 
v;hich  uas  valued  at  jj|;l.'-^0  an  acre? 

MR.  LLOYD:  Yes,  sir. 

SIR  JOSEPH  FLaVSLLE:  There  '-vere  periods  during  the 
development  of  the  enterprise  vjhen  both  the  government  and 
the  company  v/ere  in  great  anxiety  as  to  hov/  they  \^iould  get 
on..     This  was  one  of  the  methods  vjhere"by  som.s  of  the 
25,000,000  acres  of  l^nd  granted  to  the  company  Y/as  reduced 
to  19,000,00  odd  in  order  that  the  government  could  say: 
'7g  took  back  lands  to  the  ei^tcnt  of  6,700,000  acres  odd 
and  gave  you  §10,000,000.     They  vjore  not  filing  the  value 
of  the  land  definitely. 

COiMISSIOI'.ZRL  LOREE:  Vj'hat  were  they  offering  thsr  land 
to  settlers  at? 

THE  CHaI?l?/IMT:  a  dollar  an  acre. 

MR.  LLOYD:  It  V7as  about  a  dollar  an  acre  as  you  say. 

THE  CHAIPJ.IAN:  Under  the  statute  of  1879  it  ¥/as 
fixed  at  a  dollar  an  acre.     Of  course,  the  settlers  v/orc 
homesteaders. 

GOmilSSIONSR  LSvIAII:  Is  there  any  difforcncc  in  the 
value  of  the  land  sold  to  the  govormiont  and  who.t  vas  left 
to  you?  Lid  they  select  anything  that  had  a  more  immediate 
market  ? 

MR.  LLOYL;  I  would  have  to  look  thu.t  up,  sir. 

I  am  not  quite  sure  of  that. 
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THE  CHiiIRl\/IAN  :  Of  courso,  a  good  deal  of  this  land  v;as 
not  available  for  agriculturo  at  all. 

COMIvI  XSSI  OILIER  LOREE:  You  took  title  to  the  land? 
IvIR.  LLOYID:  Yes. 

COi^MISSIOl'IER  LOREE:  In  the  States  we  had  to  take  out 
patents  to  each  section.     There  v^ere  about  15,000,000  acres 
worthless  because  they  were  sand  deserts  and  so  on,  and  they 
v;ero  never  patented.     I  wonder  how  much  the  real  value  of 
that  land  v/as. 

THE  CHAIPJvM:  I  think  article  12  of  the  agreement 
shov/s  all  that.     There  vj..s  a  double  substitution «     In  the 
final  substitution  the  company  were  given  the  right  to 
select  land  anyv/here  in  the  Territories. 

SIR  JOSEPH  FLaVELLE:  That  is  it.     Bear  in  mind,  Mr. 
Loree,  that  the  government  was  soliciting  a  group  of  men  to 
ujidertake  the  reponsibility  of  building  the  Pacific  line  of 
railv^ay  froni  tidewater  on  the  east  to  tidewater  on  the  west. 
Luring  the  negotiations  the  government  undertook  to  give  that 
group  25,000,000  acresand  $25,000,000,  and  the  company  under- 
took to  construct  and  complete  within  ten  years  the  line  we 
are  now  travelling  over.     Luring  the  process  of  construction 
they  ran  into  a  difficult  time  of  financing  and  had  to  come 
to  the  government  more  than  once  for  help,  but  they  had 
great  difficulty  in  securing  help.     Public  opinion  ran  very 
high,   the  Canadian  Pacific  Rail\;ay  was  said  to  be  the  pet 
of  one  of  the  parties,  and  the  other  party  criticized  the 
undertaking  severely,  vjith  the  result  that  this  is  one  of 
the  things  that  v;as  done;  the  company  surrendered  a  certain 
portion  of  their  lands  and  received  |10, 000, 000 = 

THE  CHAIPJvI/J^I:  But  there  was  an  additional  |5, 000, 000 
Sir  Josepho  Lid  the  whole  jJ;:  15, 000, 000  come  from  the  result 
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of  such  transaction  as  that  exchange  of  your  lejids  for 
money  from  the  government? 

IvFR,  LLOYD:  No,  Originally  v^e  got  25,000,000  acres. 
We  received  an  additional  land  grant  in  connection  \^ith  the 
Sour  is  Id  ranch, 

THE  CHiiIRIvIA.n:  I  an  speaking  now  of  the  cash  subsidy. 
You  put  that  at  .:j^40, 000, 000.     Originalily  the  subsidy  was 
$25,000,000. 

MR.  LLOYD:  Yes,   and  that  is  the  ^.10,000,000  we  got 
for  the  land  and  |5, 000, 000  additional  v;ith  subseciuent 
gran  g  s . 

THE  GHAIRIJAN:  'ias  that  a  cash  subsidy?  , 

MR,  LLOYD:  Yes,  sir. 

THL  GHAIRIvL/^lK:  When  did  you  get  that? 

IiTR.  LLOYD:  We  got  part  of  that  in  connection  with 
the  Crow's  Ifest ,  $S,  400, 000,  and  the  balance 

SIR  JOSEPH  ELAVELLE:  Very  expensive  money  as  it  has 
turned  out  since c     You  got  i|p3,400,000  in  connection  with  the 
Crow's  Ilest,  and  a  million  and  a  half  — 

MR.  LLOYD:  In  miscellaneous  items. 

SIR  JOSEEH  ELAVELLE:  That  covers  the  whole  thing? 

MR.  LLOYD:  There  v/as  the  value  of  the  railvvays. 

SIR  JOSEEH  FLaTELLE:  You  are  fixing  the  value  of  the 
Rail"/ ays  at? 

MR.  LLOYD:  ^:27,  785, 320. 

SIR  JOSEEH  FLaVELLE:  That  being  what  those  cost  the 
government? 

MR,  LLOYD:  Yes. 

SIR  JOSEEK  FLr.VELLE:  Wv.s  there  anything  but  that 
^25,000,000  which  you  got  for  the  construction  of  the  north 
shore  line? 
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I.Ol.  LLOYD:  Uo,  v/e  got  other  guarewiitees.  I  have 
to  get  that  inf orrnat iorio 

SIR  JOSEPH  FLAVELLE:  That  is  to  say,  Gecuritios 
issued  by  you  were  guaranteed  by  the  government,  which  you 
have  since  discharged  v/ithout  the  government  having  to  pay 
anything? 

IvIR.  LLOYD:  Yes. 

THE  CHAira-IAN:  I  want  to  get  the  whole  story  of  the 
assistance  by  the  government.     You  vyill  give  us  the  refer- 
ence so  we  can  get  the  a.uthority  vjith  respect  to  the  borrovj 
ing  cjid  issuing  of  bonds? 
MR.  LLOYD:  Yos. 
Depreciation 

SIR  JOSEPH  FLAVELLE:  In  yourac count ing  what  method 
do  you  adopt  for  depreciation? 

MR.  LLOYD:  \7s  do  not  use  depreciation  at  all.  When 

a  unit  of  equipment  is  retired  v.'O  ch2,rge  into  our  expenses 
the  cost  of  replacing  the  unit*     For  instance,  we  have  a 
box-car  which  originally  cost  us,  we  vvill  Scay ,  $800,  and 
th:.t  car  has  to  be  replaced  by  a  car  worth  [^^,000;  v/e  charg 
expenses  Y/ith  ;^3,000„     We  do  not  change  our  capital  account 

SIR  JOSEPH  FLAVELLE:  You  do  not  add  to  the  capital? 

MR.  LLOYD:     Up  until  the  end  of  1929.     In  1950  wo 
changed  and  v/o  v/ent  on  the  same  basis  as  that  used  by  the 
Canadian  National  Railvyay  --  the  Inter-Statc  Commerce 
Commission  b^asis. 

SIR  JOSEPH  FLi-J/ELLE:  Your  eciuipmcnt  stood  at 
$90,000,000;   then  you  decide  to  buy  some  new  eq.uipment  to 
take  the  place  of  the  old.     You  do  not  mean  that  you  charge 
the  entire  cost  of  the  nev<;  ec|_uipmcnt  into  the  expenses  of 
the  year? 


t 


f 


t 


-  206  -  Mr.  Lloyd 

MR.  LLOYD:  Ygs,  sir. 

SIR  JOSEPH  ?LiiVELLE:  That  is  a  very  heroic  methDd. 
You  v;rite   off  the  old  equipment? 

MR.  LLOYD:  The  old  remains  in  our  investment. 

SIR  JOSEPH  FLAVELLE:  Whatever  the  sera:?  value  was 
that  you  sold  it  for? 

MR.  LLOYD:  Yes. 

SIR  JOSEPH  FLiiVELLE:  In  the  meantime  all  replacements 
"became  a  full  charge,   including  nevj  equipment? 

MR.  LLOYD:  Not  additions  to  our  rolling  stock;  that 
was  cr„pi talized .     But  where  we  replace  d  a  unit  the  entire 
expense  v/as  charged  into  our  expenses  up  until  the  end  of 
1929. 

SIR  JOSEPH  FLaVSLLE:  V/hat  is  your  method  now? 
j\/IR.  LLOyi):  The  same  as  the  National. 
COiailSSIONER  ViEBSTER:  The  Interstate  Commerce 
Commission  method? 

MR.   LLOYD:  Yes,  with  the  exception  that  under  the 

Interstate  Commerce  Commission  you  have  to  provide  depre- 
ciation. 

COMHSSIONER  LOREE:  Sir  Joseph,   the  Interstate 
Commerce  Commission  is  a  branch  of  the  Congress  of  the 
United  States,  a  legislative  body.     It  is  a  regulating  "body, 
not  a  managing  body,   according  to  the  theory  of  the  lav;. 
Thoy  laid  dovm  the  rule  that  vvhere  property  was  abandoned 
and  not  replaced  the  item  could  be  charged  to  profit  and 
loss;  but  where  it  w„s  abandoned  and  replaced  the  charge 
of  the  abandoned  property  v;as  to  go  into  expenses,  I 
conducted  on  beha,lf  of  the  Kansas  City  Southern  some  gr2.de 
changes,  which  involved  the  abandonment  of  certain  linos 
and  the  substitution  of  ncv;  constructiono     I  elected  as 


-  207  -  Mr.  Lloyd 

mane.ger  of  the  property  to  charge  the  value  of  the  abandoned 
lines  to  profit  and  loss.     Either  method  would  be  correct 
accounting!  I  could  charge  it  to  profit  and  less  or  to 
expenses.     That  case  went  to  the  Supreme  Court,  and  we 
challenged  it  on  the  question  of  management,  but  the  Supreme 
Court  sustained  the  Commission  on  the  ground  that  it  was  a 
question  of  regulation.       That  practice  was  in  vogue  for 
twenty  years.     The  Erie  railroad  a  year  or  two  ago  went 
very  heroically  at  v/ork  on  its  equipment  and  retired  about 
lOpOOO  cars,  and  about  a  thousand  locomotives.     If  that 
charge  was  made  to  expenses  it  would  put  the  road  in  re- 
ceivership.    Faced  with  ths t  condition,  the  Interstate 
Commerce  Commission  became  cautious  and  issued  an  order 
allowing  the  Erie  road  to  charge  that  to  profit  and  loss. 
There  is  trouble  because  the  Northwestern  and  several  other 
lines  came  in  'with  similar  requests.     Just  where  they  v/ill 
finally  end  I  do  not  knov\/. 

SIR  JOSEPH  FLAVELLE:  The  apprehension  I  always  have 
with  respect  to  equipment  at  any  tim.e  is  the  retaining  of 
the  substantial  capital  sura  with  the  plus  of  the  new  equip- 
ment coming  on,  in  v/hich  there  is  always  a  considerable  per- 
centage that  is  kept  active  but  is  not  as  desirable  as  the 
n  ew . 

COMMISSIONER  LOREEs  I  think  the  practice  has  been 
very  much  abused  by  American  roads  in  the  past. 

SIR  JOSEPH  FLAVELLE;     Where  that  practice  is  followed 
in  an  industrial  plant,  and  the  banker  combes  into  possession 
of  the  property,  he  finds  an  utterl:/  overloaded  equipment 
account  for  which  there  is  no  tangible  asset  representing 
anything  like  the  investment  on  the  books.     I  have  always 
felt  that  the  proper  keeping  of  the  equipment  within  due 
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proportions  is  as  much  a  charge  annually  on  the  "business  as 
the  Yjages  of  the  work  people.     Set  aside  a  separate  cash 
fund  and  dig  it  into  the  business  to  do  its  work  by  all 
means,  but  let  each  year  bear  its  full  share  of  the  use  of 
the  equipment  and  its  later  retirement  because  it  becomes 
ineffective  o 

COMiIISSIOKER  LOREE:  An  alternative  method  which  would 
be  ing  about  the  same  result  would  be  reduction  of  csi-pital, 
SIR  JOSEPH  FLAVELLE:  Quite. 

COMIISSIOJIER  LOREE:  Mr.   Cassatt  and  I     figured  over 
a  long  time  the  q.uestion  of  the  relation  of  profit  and  loss 
to  the  capita,l  stock  issue.     If  vve  had  on  profit  and  loss 
a  surplus  of  5  percent  of  the  stock  issue  we  felt  that 
v/ould  be  a  safe  minimum.     Vi/hen  the  Delaware  and  Hudson 
Company  made  its  separation  it  had  a  stock  issue  of 
$51,000,000  and  a  profit  and  loss  credit  of  :;.a40, 000, 000. 
That  has  grown  all  over  the  country;  we  have  been  piling 
up  profit  and  loss  credits  on  the  books  but  art.  unable  to 
use  them  3,s  would  a  commercial  company. 

SIR  Joseph  FLaVELLE:  to  meet  the  ruling  of  the 
Interstate  Com-merce  Commissiono 

COM'I  IS  SIGUIER  LOREE:  Yes,  I  think  it  has  been  very 
detrimental  to  the  property. 

SIR  JOSEPH  EIxLVELLE:   I  would  judge  that  your  present 
method  is  not  as  severe  on  your  profit  and  loss  statement 
as  your  old  method, 

MR.  LLOYD:  Ifo,   sir,   it  is  not  o 

SIR  JOSEPH  FL^^VELLS:  ITot  speaking  in  any  critical  way 
at  all  of  how  the  Cans.dian  Pacific  make  their  entries,  the 
tendency  is  to  treat  depreciation  as  a  flexible  thing,  that 
Y;hen  you  have  good  times  you  can  be  pretty  liberal  c\nd  when 
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you  have  "bad  tines  you  must  make  it  as  small  as  possible. 
In  my  judgment  this  is  wholly  unsound,  .or,  to  use  an  ex- 
pression v^hich  v./e  heard  the  other  day,   foolm^,:  yourself  as 
to  the  true  situation  of  the  development  of  the  business » 
However,  -'hen  you  get  into  competitive  lines  that  keep 
accounts  in  another  v^-'ay,   sometimes  there  may  be  temptation 
to  follov;  the  same  easy  method. 

l.tR.  LLOITj:     Our  main  difficulty  Vi/as  that  vve  v;ere 
running  up  against  the  replacement  of  a  |;10,000  locomotive 
with  «.;100,000  locomotive,  and  it  hit  us  too  hard. 

SI?L  JOSEPH  FL-.VELLE:  Of  course,  you  must  have  had  a 
pretty  heavy  e equipment  account  at  the  end  of  1929  by  the 
method  you  adopted » 

MR,  LLOYD:  V/e  had  a  reserve  of  ^iji9, 000, 000 ; 

SIR  JOSEPH  FLa'^/ELLL:   Is  that  v^hat  you  call  your 
replacement  account? 

IvK.  LLOYD:  Equipment  replacement. 

SIR  J  OSEPH  FLAVELLE:  Your  equipment  replacement  vjould 
not  go  very  far  in  absorbing  a  nevj  locomotive, 

MR.  LLOYD:  Wo.  We  have  ?j;,9, 000, 000  there.  The  result 
of  our  method  prior  to  19-30  is  that  v;e  have  equipment  in- 
ventoried at  a  value  of  $50,000,000  more  than  it  is  carried 
at  in  the  books,  and  during  the  ten  year  period  that  we  have 
compiled  here  our  charges  to  expenses  represent  a  rate  of 
3.6  percent  m  lieu  of  depreciation, 

SIR  JOSEPH  FLAVELLE:  o.6  percent  upon  the  cost  of  the 
equipment  ? 

MR.  LLOYD:  Upon  the  average  value  of  the  equipment 
during  the  ten  years. 

SIR  JOSEPH  FLi-.  TELLE:  Might  I  ask  you  --it  comes  in 
in  the  same  connection,  although  in  another  field  when  you 
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present  your  hotel  earnings  —  what  is  your  practice  in 
relation  to  depreciation  in  making  up  your  hotel  earnings? 

MR.  LLOYD:   It  is  not  in  there  at  all;  \Ne  did  not 
assess  any  depreciation  against  hotels, 

SIR  JOSEPH  FLAVELLE:  Yfeat  about  your  interest  on 
the  investment? 

MR.  LLOYD:  That  is  not  there  either,   sir.     It  is 
merely  a  straight  case  of  earnings  and  expenses. 

SIR  JOSEPH  FLAVELLE:  Your  replacements,  nevj  furnish- 
ings and  alterations  all  go  into  the  general  railway  earn- 
ings? 

ICR.  LLOYD:   xhey  are  all  out  of  hotel  earnings. 

SIR  JOSEPH  FLAVELLE:  After  you  once  buy  the  first 
equipment,   subseq,uent  replacements  are  charged  against 
the  years  operating  -- 

MR.   LLOYD:  Of  the  hotel. 

SIR  JOSEPH  FLAVELLE:  But  nothing  is  charged  for  the 
depreciation  of  the  buildings  in  your  actual  accounting? 
IVIR.  LLOYD:  No,  sir. 

SIR  JOSEPH  FLAVELLE:  And  nothing  is  charged  for  in- 
terest? 

MR.  LLOYD:  lo,  sir. 

SIR  JOSEPH  FLAVELLE:  Do  you  credit  the  hotels  in 
the  profit  you  shov\;  for  some  advantage   •     the  railv^ay  has 
had  from  selling  tickets? 

mio   LLOYD:  1:1  o ,  sir. 

SIR  JOSEPH  FLAVELLE:  This  is  a  — 

Irf'IR.  LLOYD:        pure  hotel  account. 

SIR  JOSEPH  FLAVELLE:  Simply  so  much  money  spent  for 
food  and  service,  and  so  much  comes  back  to  you  in  revenue 
from  your  guests? 
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MR.  LLOYD:  Yes,  sir. 

SIR  JOSEPH  FLAVELLE:  And  you  a'osorlD  interost  in  your 
general  statement  v;hcn  you  arc  clearing  up  accounts  of  the 
v;li  0 1  e  r a  i  1  v/ay  ? 

MR.  LLOYD:  Yes. 

SIR  JOSEPH  FIAVELLE:  You  cLo  not  put  them  into  the 
hotel  expenses? 

ICR,  LLOYD:  IIo. 

SIR  JOSEPH  ELi.VELLE:   I  suppose  in  a  rough  and  ready 
vjay  you  have  an  advantage  in  the  hotels    "by  reason  of  the 
tickets  that  are  sold  that  otherv/ise  might  not  te  sold  if 
you  did  not  have  the  hotels 5  you  credit  them  ¥/ith  that? 

MR.  LLOYD:  ]\To,   sir,  they  got  no  credit. 

SIR  JOSEPH  FLAVELLE:  Is  the  tendency  under  those 
circumstances  for  the  hotel  investment  --  I  am  not  includ- 
ing new  hotels        to  steadily  rise?    If  I  take  hotel  A, 
under  your  method  does  it  increase  in  value  "by  reason  of 
improvements  and  L)ctterments  that    are  not  ahsoroed  in  the 
years'  expenses? 

MR.  LLOYD:  Anything  that  is  strictly  a  capital 
charge  is  added  to  the  cost  of  the  hotel. 

Sir  JOSEPH  FLi^VELLE:  That  is,   if  you  make  an  extensive 

change  ? 

MR, LLOYD:  If  vve  make  an  extensive  change. 
SIR  JOSEPH  FLaVELLE:  The  term  "capital  charge"  is 
capable  of  a  great  nijunher  of  interpretations. 
I'P^.  LLOYD:   I  knov/  vve  alvvays  try  -- 
SIR  JOSEPH  FLAVELLE:--  to  e.rr  on  the  prudent  side. 
MR.  LLOYD:  Yes. 

SIR  JOSEl^H  FLaVELLE:  You  have  had  the  money  with  which 
to  do  it. 
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MR.  LLOYD;  Yes. 

0}irE  GHaIRI'IA-IV:  is  cxpondi'buro  on  cntiroly  ncv/  Go^iiip- 
nicnt  for  hotels  treated  as  a,  capital  charge  as  you  do  v;ith 
respect  to  the  railv^ays? 

MR.  LLOYD:  Yes,   sir,  any  replacement  to  the  existing 

equipiasnt  is  operating  expense. 

THE  CH/iIRJiiiJ:  Quite  so;  but  the  cosx  oi  new  eq_uip- 
ment  is  treated  as  a  capital  charge? 
MR.  LLOYD:  Yes,  sir. 

SIR  JOSE-;-H  FLaVELLE:  You  speak  of  ne?^  equipment. 

If  the  management  said,  "This  thing  vjon't  do,"  and  you  ;^ju11 

out  the  old  equipment  and  replace  it,  does  that  go  to 
capital  account? 

MR.  LLOYD:  lio ,   that  is  replacement  unless  -- 

SIR  JOSEPH  FLi-x TELLE:  But  if  you  vjere  building  a  nevj 
section,  that  of  course  becomes  a  charge? 
MR,  LLOY'D:  That  becomes  capital. 

SIR  JOSEPH  FL..VELLE:   In  other  -  ords,   you  do  not  fool 
yourselves. 

MR.  LLOYD:  M^e  try  not  tOo 

LORD  ASHFIELD:  Let  me  understand  v^hat  this  fooling 
process  means  or  does  not  mean.     Take  a  locomotive  that 
stands  in  your  books  at  .$10,000,  and  you  buy  a  nevj  locomo- 
tive, \7e  will  assume  the  one  we  have  seen  this  morning 
pulling  this  train,  which  would  cost? 

MR.  LLOYD;  About  ,.100,000. 

LORD  ASHFIELD;  Ho',7  is  that  transaction  dealt  vjith 
in  your  accounts? 

MR.  LLOi'D:  Up  until  the  end  of  1929  that  ninety 
thousand  dollars  odd  had  to  be  provided  out  of  expenses; 
in  fact  the  whole  :olOO,000  had  to  be  provided  out  of 
expenses,  ?/e  did  not  change  the  capital  account  at  all. 
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LORD  aSKFIELL:  Now  you  h^ve  altered  that? 
MR.  LLOYD:  Yes. 

LORD  aSHFIELD:  You  have  sulDstituted  for  that  an 
arrangement  vv'hereby  |90,000  is  charged  to  capital  account 
and  110,000  to  operating  expenses;  is  that  right? 

MR.  LLOYD:  Of  course,   in  the  final  analysis  that  is 
what  Saapijors;  you  wipe  out  ^10,000  entirely  and  write  in 
the  ne-rJ,   so  your  capital  is  only  disturbed  to  the  extent 
of450,000» 

JjOBD  ASHFIELD:  That  is  a  perfectly  fair  arrangement, 
is  it  not?    It  is  sound  finance. 

MR.  LLOYD:  There  is  nothing  v\/rong  with  that  that  I 
can  see  except  this  q^uestion  of  depreciation. 

LORD  aSHFIELD:  Vie  will  come  to  that  in  a  minute. 
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LORD  ASHFIELD:     Referring  to  page  1  of  the  appendix 
marked  F-B,  I  would  direct  your  attention  to  an  item  in 
liabilities  account,  reserve  and  appropriations,  $42,812. 
What  is  that? 

MR.  LLOYD:     That  is  composed  of  our  equipment  re- 
placement, our  steamship  replacement  account,  and  the  reserve 
fund  for  contingencies,  and  then  a  special  reserve  to  meet 
taxes. 

LORD  ASHFIELD:     It  represents  sums  of  money  taken 
out  of  revenue  in  past  years,  which  in  1930  had  reached 
|42,800? 

MR.  LLOYD:    Yes  sir. 

LORD  ASHFIELD:    The  difference,  then,  between  the 
$58,000,000        let  us  keep  to  round  figures        in  1929  and 
the  $42,000,000  in  1930  means  that  you  have   spent  that 
|16, 000,000  on  equipment  and  taken  it  out  of  reserve  account? 

MR.  LLOYD:     Yes        it  is  not  only  equipment,  sir; 
it  is  other  items  as  well. 

LOPJ)  ASHFIELD:     It  is  not  rolling  stock? 

m,  LLOYT):     Not  altogether;  it  may  be  buildings, 

steamships . 

THE  CHAIRJVIAN:    And  taxes  also,  you  said. 
MR.  LLOYD:      Taxes,  yes. 

SIR  JOSEPH  FLAVELLE:    Are  these  amounts  each  year 
the  residue  at  the  end  of  the  year  to  the  credit  of  that 
account? 

MR.  LLOYD:    Yes  sir. 

SIR  JOSEPH  FLAVELLE:  For  instance,  in  1921  it  was 
179,000,000;  then  it  com.mences  to  travel  down,  and  in  1923 
it  reached  $57,000,000.      What  had  happened  to  reduce  it? 

MR.  LLOYD:    You  see,  we  are  the  bankers  for  our 
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steamship  company,  and  we  were  bankers  for  the  Allan  Line 
Steamship  Company.      We  carry  that  in  our  reserves  for 
contingencies,  the  amount  of  the  money  that  we  owe  to  them, 
and  that  was  largely  depleted  by  the  winding  ip    or  the 
settlement  for  the  Allan  Line,  and  the  payment  of  taxes. 

SIR  JOSEPH  FLAVELLE :     Did  you  incorporate  it  into 

your  s  ? 

Jffi.  LLOYD:     Yes.      We  had  a  big  adjustment  there 
with  the  British  Government  on  taxes, 

THE  CHAIRmN:     That  was  in  what  year  1923? 

m.  LLOYD:     It  was  from  1921-22  to  1923. 

SIR  JOSEPH  FLAVELLE:     You  mean  taxes  on  your  steam- 
ship services? 

I.LR.  LLOYD:    Yes,  with  the  British  Government  —  it 
was  an  excess  profits  tax.      We  were  fighting  them  and  we 
had  to  carry  the  amount  m  reserve  until  we  had  to  pay. 

LORD  ASHFIELD:     Have  you  seen  the  new  form  which 
has  been  prepared  by  the  Secretary  asking  for  certain  in- 
formation from  the  Canadian  National  Railways? 

MR.  LLOYD:  No. 

THE  SECRETARY:     I  gave  that  to  tbe  Canadian  National, 
sir;  did  you  want  that  same  form  for  the  Canadian  Pacific? 

LORD  ASHFIELD  :    Certainly.      That  form  will  deal 
with  the  question  of  depreciation;   it  puts  both  undertak- 
ings on  the  same  basis.      You  will  have  an  opportunity  to 
see  that  form,  and  you  will  be  able  to  prepare  the  figures 

accordingly? 

m.  LLOYD:     Yes  sir, 

LORD  ASHFIELD:     I  will  not  waste  your  time  by  deal- 
ing v^rith  it  now. 
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SIR  JOSEPH  FIAVELLEs     I  presume  as  far  as  hotel 
investments  are  concerned  you  alter  your  judgment  from  time 
to  time  according  to  the  circumstances,  as  to  whether  you 
will  increase  your  hotel  accommodations  still  further. 
Take,  for  instance,  a  situation  such  as  England |  the  esta- 
blishment of  a  hotel  in  England  grows  out  of  what  condi- 
tions of  a  railway  enterprise? 

MR.  LLOYD:     That  is  a  pretty  hard  question  for  me 
to  answer. 

SIR  JOSEPH  FLkVELLE:     Perhaps  I  should  ask  M^.  Cole- 
man that.      What  are  the  circumstances,  Mr.  Coleman,  that 
would  suggest  that  a  hotel  in  England  is  part  of  a  railway 
enterprise  in  Canada? 

Mo  COLEMA.N:    Well,  to  encourage  interest  in  Canada, 
to  stimulate  traffic  on  our  railways,  and  to  bring  the 
Canadian  Pacific  to  the  notice  of  the  people  residing  in 
Great  Britain. 

SIR  JOSEPH  FLAVELLE:     There  would  be  no  entry  in 
the  books  showing  the  advertising  value  of  the  whole  thing, 
from  the  point  of  view  of  v/hat  you  say,  Mr.  Coleman,  in 
that  regard? 

MR.  COLEMaNs  No. 

SIR  JOSEPH  FLiiVELLE:     It  is  part  of  a  general  policy 
in  which  you  felt  the  publicity  you  would  secure  justified 
the  expenditure? 

MR.  COLEMAN:     Yes.      There  is  a  steamship  com.pany, 
a  railway  company  and  a  colonization  agency. 

(ESOmilsaONER  LEl^N:    Referring  to  the  appendix,  page 
5-B,  it  would  seem  that  the  ratio  of  earnings  to  expenses 
in  passenger  service  has  been  steadily  mounting,  whereas 
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the  ratio  of  earnings  to  expenses  in  freight  service  has 
been  steadily  going  down.  Can  you  place  your  finger  on 
any  special  reason  for  that? 

MR.  LLOYD:    Well,  of  course  the  passenger  revenue 
has  been  going  off  to  a  certain  extent,  and  the  service  has 
been  largely  maintained.      There  have  been  reductions  in  the 
passengor  service,  but  that  is  really  the  principal  factor, 
THE  CHi'^IRMANs    Reductions  in  revenue? 
MR.  LLOYD  J     Reductions  in  revenue.  I  would 

attribute  the  decreasing  operating  ratio  in  freight  service 
largely  to  efficiency. 

MR.  COLEMAN s     Some  of  the  passenger  loss,   of  course, 
is  due  to  more  luxurious  service. 

MR.  LLOYD:    Earnings  were   steady  but  expenses  were 
going  up o 

SIR  JOSEPH  PLAVELLE:     Taking  your  operating  accounts, 
v/hen  you  say  you  charged  to  your  operating  expenses  the  cost 
of  equipment  replacement  after  the  fashion  you  have  indicated 
would  that  be  included  in  your  expenses  and  be  a  factor  in 

your  ratio? 

MR.  LLOYD:  Yes. 

SIR  lOSEPH  FLAVELLE:    For  instance,   you  operated  on 
the  basis  of  78  per  cent;  you  included  in  the  expense  of 
such  operation  the  taking  care  of  the  equipment  after  the 
fashion  you  have  indicated? 

m-,  LLOYD:     Yes  sir. 

SIR  JOSEPH  FLAVELLE:     For  instance,  if  a  $100,000 
engine  replaces  a  |10,000  engine;.  ^90,000  would  be  charged 

into  expenses? 

MR,  LLOYD:    There  would  be  $100,000  Into  oxp^nsus. 
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SIR  JOSEPH  FIAVELLE  :    And  the  other  |10,000  would 
be  credited  back? 

MR.  LLOYD:     The  capital  is  not  disturbed;  the 
whole  $100, 000  is  charged  to  expenses. 

SIR  JOSEPH  FLAVELLEj    And  that  would  represent  the 
operating  ratio  of  78,  85  and  68  per  cent? 

MR.  LLOYD:     Yes  sir,  it  is  part  of  our  expenses. 

LORD  ASHFIELD:    With  regard  to  page  4  of  this 
appendix,  first  linoj,  gross  earnings,  does  that  mean  gross 
earnings  from  railway  and  steamship  operation  alone? 

MR.  LLOYD:     That  is  railway  only, 

LORD  ASHFIELD:     Only  railway  operation? 

MR.  LLOYD:     Railway  only. 

LORD  ASHFIELD:    And  when  you  come  to  line  5,  special 
income,  what  fioes  that  include? 

MR.  LLOYD:     That  is  net        I  will  give  you  the 
headings, 

THE  CHAimiAN:     Here  it  is  on  page  6. 

MR.  LLOYD:     The  first  heading  is  revenue  from  in- 
vestments and  available  resources]  that   is  a  group  of  our 
investments  that  were  not  capitalized.      The  next  heading 
is  interest  on  bank  deposits  and  interest  on  dividends  and 
other  securities;  that  is  the  balance  of  our  investments 
plus  the  bank  interest.      The  next  one  is  the  net  earnings 
of  ocean  and  coastal'  Steamship  lines. 

.LORDASHFIELD:      What  is  the  explanation  of  the 
sudden  increase  of  1929  to  1930? 

MR.  LLOYD:    What  i)s  that,  sir? 

LORD  ASHFIELD:     The  third  item        ocean  and  co.istal 
s  te  amshi  p  s . 

MR.  LLOYD:     That  is  the  Allan  Line        there  is  a 
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footnote  there.     There  was  a  special  dis tribufcion  of 
|6,500,000o 

LORD  ASHPIELD;    Something  exceptional  in  the  year? 
MR.  LLOYD:    Yes,  it  was  the  winding  up  of  the  Allan 


Line  , 


income 


COMMISSIONER  LEMAN:     That  would  be  non-recurring 


MR,  LLOYD:     Quite  so.       It  was  virtually  a  liquidat- 
ing dividend.      We  owned  all  the   stock  in  the  company. 

SIR  JOSEPH  FLkVELLE :     Which  apparently  had  a  liquid 
value  of  $6,000,000  greater  than  the  amount  at  which  you  had 
carried  it? 

MR.  LLOYD:    Yes,      Of  course  there  was  some  of  the 
profit  in  there,  although  it  had  all  been  disposed  of;  we 
had  either  bought  the  ships  or  had  lost  them  during  the  war 
or  disposed  of  them  to  the  Government., 

LORD  ASHFIELD:     One  might  put  it  this  way  —  it  is 
a  windfall  in  that  year? 

MR.  LLOYD:    Exactly.       It  will  not  occur  again o 

COMMISSIONER  LEMaN :     It  was  a  hidden  reserve  that 
was  brought  out  that  particular  year. 

MR.  COLEMAN:     It  is  referred  to  in  the  President's 
address  at  the  annual  meeting  of  the  shareholders. 

SIR  JOSEPH  FLAVELLE :     The  statement  shows  your  total 
earnings,  including  steamships  and  everything  else? 

MR.  LLOYD:    Yes,  we  bring  them  down  on  page  4  we 
show  our  total  income  there  before  fixed  charges. 

THE  CHAIRMAN:     Is  it  in  the  income  statement? 
Iffi.  LLOYD:    Yes  sir. 

SIR  JOSEPH  FLAVELLE:     The  total  income  brought  down 
here  is  after  expenses  and  includes  all  your  operations? 
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MR.  LK)YD:    All  our  operations  exclusive  of  the  land. 
SIR  JOSEPH  FLAVELLE:     It  includes  the  steamships? 
MR.  LLOyD:     Steamships,  telegraphs,  hotels,  and  so 

forth o 

SIR  JOSEPH  FLAVELLE:     So  this  is  really  a  complete 
income  statement        this  appendix,   page  4? 
MR.  LLOYD:  Yes. 

COMMISSIONER  LEMANsIs  the  pension  fundin  your  gener- 
al statement  or  is  it  treated  as  an  entirely  separi^te  item 
of  liability? 

MR,  LK)YD:  The  only  thing  that  is  embodied  in  our 
statement  in  that  respect  is  the  company's  contribution  to 
the  fund. 

COMMISSIONER  LEMAN  :  Yearly? 

MR.  LLOYD:  Yearly. 

COMMISSIONER  LEMAN:     And  after  that  it  disappears 
from  your  balance  sheet? 

MR.  LLOYD:  Yes. 

SIR  JOSEPH  FLAVELLE:     With  regard  to  the  railway 
accounting  so  far  as  the  operation  of  manufacturing  is  con- 
cerned,  you  make  somie  of  your  equipment,   do  you  not? 

MR.  LLOYD:     Yes  sir. 

SIR  JOSEPH  FLiiVELLE :     Are  those  accounts  carried  as 
a  separate  entity? 

MR.  LLOYD:    No,  they  are  carried  in  the  general 
acc  ount  s . 

SIR  JOSEPH  FLAVELLE:     They  will  find  their  way  there 
ultimately,  of  course,  but  are  they  carried  as  a  separate 
ent  ity? 

MR.  LLOYD:  There  is  a  special  accounting  for  man- 
ufacturing, that  is  to  say,  we  add  a  great  deal  more  into 
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the  cost  of  building  equipment  than  we  would  in  repairs  of 
equipment.       In  the  repairs  of  equipment,  the  cost  of  main- 
taining the  shops  goes  to  buildings  and  the  cost  of  operat- 
ing the  shops  goes  to  shop  expense.      In  the  case  of  manu- 
facturing we  assess  against  the  operation  a  percentage  re- 
presenting the  maintenance  of  buildings,  insurance,  and  the 
running  of  the  plant So 

SIR  JOSEPH  FIAVELLE:     And  apart  from  the  service 
rendered  by  the   shops  have  you  a  separate  profit  and  loss 
account  ? 

MR.  LLOYD:  No. 

SIR  JOSEPH  PLAVELLE:     It  finds  its  way  into  the 
general  operating  situation? 
MR.  LLOYD:  Yes. 

SIR  JOSEPH  FLAVELLE:    And  is  cleared  into  your 
operating  expenses  of  the  year,  plus  or  minus,  as  the  case 
may  be  ? 

MR.  LLOYD:  Yes. 

COMMISSIONER  LOREE :     I  would  like  to  ask  Mr.  Coleman 
this:     taking  the  year  1913,  the  close  of  a  normal  period 
of  operation  and  development,  interrupted  by  the  war  and 
the  great  advance  in  the  cost  of  materials  and  wages,  could 
you  let  us  have  a  general  statement   showing  the  v./agos  paid 
to    workmen  and  the  cost  of  some  of  the  principal  items 
of  material,  1913-1929? 

MR.  COLEI\M:     Yes,  I  will  obtain  that. 

COMMISSIONER  LEMN :  In  regard  to  the  apportionment 
of  expenses  as  between  passenger  and  freight  costs,  what  is 
the  basis  on  which  you  make  the  division? 

I^.  LLOTD:     There  are  certain  expenses  that  are 
directly  assignable,   that  is  to  say,  wages,  fuel  and  re- 
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Mr.  Coleman 

pairs  of  equipment |  and  the  maintenance  of  way  is  assigned 
on  the  "basis  of  fuel  consumption. 

COMMISSIONER  LEMAN j     On  the  basis  of  fuel  con- 
sumption as  between  the  passenger  trains  and  the  freight 
trains  ? 

MR.  LLOYD;    Yes.      Then  there  are  a  lot  of  arbitra- 
ries  that  are  introduced;  there  are  certain  expenses  that 
cannot  be  directly  assigned,  and  these  are  divided  on  the 
basis  of  the  assigned  expenses.      There  is  a  general  for- 
mula issued  by  the  Interstate  Commerce  Commission. 

COmHSSIONER  LEMAN:    You  follow  the  rulings  of  the 
Interstate  Commerce  Commission? 

MR.  LLOYD:    We  do  and  we  do  not.      What  I  mean  by 
that  is  we  do  not  keep  a  current  divisionof  our  expenses 
between  freight  and  passenger.      We  do  that  probably  once 
a  year.      There  is  no  demand  for  it  in  this  country. 

THE  CHAIRKriN;     It  is  merely  an  application  of  the 

formula , 

J/IR.  LLOYD s     Yes,   to  our  figures. 

THE  CHAIRMAN:    And  the  ratio  established  corres- 
ponds to  the  reality? 

MR.  LLOYD:     Yes,  very  closely.      We  have  tested 
that  out  and  they  run  very  closely.      As  a  matter  of  fact 
if  you  split  your  expenses  on  the  basis  of  your  earnings 
you  get  practically  the  same  thing. 

LORD  ASHFIELD:     May  I  a  sk  you  now  about  your  rights 
under  your  charter  to  deal  with  the  construction  of  branch 
lines.      Will  you  briefly  explain  what  those  powers  are? 

MR.  COLEMAN:  We  have  the  right  under  our  charter 
to  build  a  branch  line  which  is  projected  from  a  point  on 
our  main  line  as  originally  fixed,  without  applying  for  a 
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special  act  of  Parliament.    Any  other  branch  line 
THE  CHAIRMAN:    Anywhere  in  Canada? 
MR.  COLEMAN:  Yes. 

LORD  ASHFIELD:     How  do  you  acquire  land  for  the  pur- 
pose? .     •  • 

MR.  COLEMAN:  By  negotiation. 
LORD  ASHPIELD:     No  other  way? 

MR.  COLEMAIJ:     No.      Well,  we  have  the  right  of  ex- 
propriation. 

LORDASHPIELD:     That  is  what  I  meant.        This  right 
to  huild  branch  lines  carries  with  it  the  right  to  expro- 
priate land? 

MR.  COLEMAN:     Yes,   that  is  provided  in  the  general 
Railway  Act. 

THE  CHAIRMAN:     All  the  compulsory  powers,  with  re- 
spect to  the  construction  of  railways. 

LORD  ASHFIELD:     If  you  are  not  able  to  agree  on  a 
price  with  the  owner  of  the  land,  what  provision  is  made  for 
compensation  under  the  charter? 

MR.  COLEMAN:     The  charter  makes  no  provision  that  I 
am  aware  of.      The  usual  procedure  is  for  each  of  the  par- 
ties to  select  an  arbitrator;  they  appoint  a  third,  and  the 
decision  of  the  majority  is  final  and  binding »       If  the 
decision  of  the  majority  awards  the  owner  less  than  the 
amount  offered  by  the  railway  company,   the  owner  pays 
the  cost     of  the  expropriation  proceedings;  if  more,  the 
railway  company  pays  it. 

COMMISSIONER  LOREE:     What  time  does  the  wheat  har- 
vesting begin? 

MR.  GOLEI^AN:     It  varies,  but  normally  it  begains 
about  the  third  week  in  August. 
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COMMISSIONER  LOREE;    About  what  time  would  the  ship- 
ments cease? 

m.  COLEMAN;    When  the  only  outlet  was  through  Lake 
Superior  they  pretty  well  closed  down  about  the  10th  of 
December,  but  now  that  the  grain  is  shipped  through  Vancouver 
it  can  move  throughout  the  winter  o 

(  At  12.45  p.m.  the  Commission  adjourned 
until  3.30  p.m. ) 

The  Commission  resumed  at  3.30  p.m. 
MR.  LLOYD:    May  I  correct  a  statement  I  made  this 
morning,  Mr.  Chairman,  about  the  preference  stock? 
THE  CHAIRMAN ;     Yes . 

MR  0  LLOYD;     The  Act  permits  the  creation  of  such 
preference  stock  as  may  be  authorized  by  a  two-third  vote  of 
the  shareholders  at  any  special  meeting  called  for  the  pur- 
pose, and  limits  the  total  issue  to  one -half  the  amount  of 
the  ordinary  shares  at  any  time  outstanding. 

THE  CilAIRMAN;     That  means  subscribed? 

MR.  LLOYD;  Yes. 

THE  CH/^IRiM;     That  is  what  you  said  this  morning » 
MR.  LLOYD;     But  that  is  with  regard  to  the  voting. 
The  Act  also  provides  that  the  new  stock  may  be  issued  in 
sterling  amounts  and  that  the  outstanding  ordinary  stock 
may  be  converted  into  sterling  stock  at  the  holder's  request, 
every  £20  of  sterling  stock,  whether  ordinary  or  preference, 
to  have  the  same  voting  power  as  a  share  of  ^100  of  ordinary 
stock  . 

THE  GHA.IRIM:    That  seems,  as  you  put  it,   to  be 
limited  to  the  sterling  preference  stock. 
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LORD  ASHFIELD:     It  moans,  as  I  understand  it,  that 
the  preference  shareholders  having  their  shares  in  dollars 
have  at  their  option  the  right  to  have  it  exchanged  into 
sterling.       In  the  event  of  being  exchanged  into  sterling 
for  the  purpose  of  identifying  their  voting  rights  it  is 
"based  on  a  £  20  value  of  stock  in  relation  to  ^100  value  of 
stock.      That  would  result  in  a  parity  between  the  sterling 
value  and  the  dollar  value. 

THE  CHAIRMAN;     VJhat  is  the  statute  referred  to? 

MR.  LLOYD;     This  is  the  annual  reports 

COMMISSIONER  MURRAY;     Did  you  not  say  this  morning, 
four  shares  to  one  vote? 

MR.  LLOYD;     Yes,   out  when  I  made  the  statement, 
four  to  one,   I  jvas  thinking  of  our  stock  being  split.  The 
common  stock  v;as  split  four  to  one  . 

THE  CHAIRMAII;    Will  you  give  m.e  the  reference  to 
the  statute? 

MR.  LLOYD;     This  is  only  the  annual  report,  sir^ 
"Your  directors  consider  that   it  will  be  desirable  tbat  a 
portion  of  the  cash  reserves  expended  on  capital  account 
should  be  restored  within  a  short  time,  and  to  this  end, 
in  order  to  implement  and  extend  the  pov/ers  of  the  com.ps.ny 
to  issue  foms  of  secu-':^it ies  other  than  those  it  is  already 
empowered  to  isaue  and  v»/hich  are  more  appropriate  to  pre- 
sent market  conditions,  have  made  application  for  an  am.ond- 
ment  to  the  company's  charter  permitting  the  issuance  of 
bonds,  debentures  or  other  securities,  collateral  to  or  in 
lieu  of  any  consolidated  debenture  stock  which  the  com.pany 
is  or  may  hereafter  be  empowered  to  issue."        So  that  we 
are  empowered  to  issue  these  collateral  bonds. 

THE  C HAIRlviAK  ;    You  mean,  convert  your  debenture 
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stock  into  debentures? 

MR.  LLOYD:     Yes,  and  put  up  debenture  stock  as 
collateral . 

COmiS  SIGNER  LEMANs     May  I  ask  if  the  debenture 
stock  carries  a  mortgage  on  the  property? 

MR.  LLOYD:     It  is  the  first  charge  on  the  property 

COMMISSIONER  LEMAN:     In  the  form  of  a  mortgage? 

MR,  LLOYD:     I  do  not  know  that  it  is  exactly  in 
the  form,  of  a  mortgage. 

TIffi  CHAIRMAN:     It  is  a  floating  charge o  We 
will  get  that  from  the  statutes. 

COMMISSIONER  LOREE :     Could  you  give  us  a  statement 
comparing  the  labour  and  material  costs,  gross  income, 
expenses  and  net        comparing  the  year  1913  with  1930? 

MR.  COLEi'iAN:     Yes  sir, 

COMMISSIONER  LOREE:     The  great  rise  in  wages  has 
not  been  overcome  by  the  reduction  in  forces.  Another 
question  I  wanted  to  ask  was  this:     First,  would  the  public 
do  you  think,   sanction  the  unification  of  all  the  roads  in 
Canada  under  a  private  operation? 

MR,  COLEMAN:     Well,  that  is  a  very  difficult 
question,  sir. 

COMl'/IISSIONER  LOREE:    What  is  your  general  im- 
pression?     You  live  in  the  country  and  hear  more  or  less 
discussion,  and  so  on, 

MR.  COLEMAN:     I  think  it  would,  if  it  was  a  con- 
sidered recommendation  of  this  Commission,   supported  by 
the  necessary  facts  and  arguments. 

COMMISSIONER  LOREE:  Would  it  be  m.ore  practical 
or  more  agreeable  to  the  public  sentim.ent,  do  you  think, 
if  they  were  united  into  two  companies,  one  having  all 
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the  lines  west  of  say  Fort  William  and  the  other  all  the 
lines  east  of  Fort  William? 

MR.  COLEMAN:     No,  I  do  not  think  that  would  be 
acceptable.      The  objection  to  unification  in  any  form  is 
the  old  argument  against  monopoly.       In  that  case  you 
would  have  two  monopolies  in  the  country,  one  east  and  one 
west,  and  if  the  element  of  unpopularity  enters  into  it  at 
all  it  v\/ould  be  strong  in  both  sections. 

COMMISSIONER  LOREE :       Now,  can  you  tell  us  some- 
thing about  the  operation  of  the  branch  lines?        Is  it 
possible  to  suspend  operation  altogether  on  some  of  the 
bfanches,  or  can  they  be  substantially  reduced? 

MR,  COLEI/IAN:     Well,  we  do  substantially  reduce 
the  train  services  in  winter  months  where  that  is  possible. 

COMMISSIONER  LOREE;     Ill/hat  is  the  extent  of  the 
extreme  reductions  you  make? 

MR.  COLEMAN:     We  make  a  reduction  on  some  branch 
lines  to  one  train  each  way  a  week. 

COMMISSIONER  LOREE:     When  you  do  that  do  you  make 
the  round  trip? 

MR.  COLEMAN:     It  depends  on  the  length  of  the 
branch  line . 

COMMISSIONER  LOREE:     Or  do  you  go  up  Monday  and 
come  back  Tuesday,   or  something  like  that? 

Mi,  COLEMAN:     In  some  cases  we  go  up  and  come 
back  on  the  same  day,  in  others  consecutively, 

COMMISSIONER  LOREE:     You  can  do  that  on  account 
of  the  wage  situation? 

MR,  COLEMAN:     Of  course  any  reduction  in  train 
service  here  has  to  be  posted  for  ten  days  and  notification 
given  to  the  municipality  and  also  to  the  Railway  Commission. 
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COMMISSIONER  LOREE:  In  your  maps  you  indicate 
that  there  is  a  line  north  of  Edmonton  that  is  operated 
jointly  hy  yourselves  and  the  Canadian  National, 

MR.  COLEMAN;     Owned  jointly  but  operated  indepen- 
dently.    It  is  an  independent  organization. 

COMMISSIONER  LOREE:     To  what  extent  do  you  think 
a  joint  operation  of  branch  lines  would  be  conducive  to 
economy? 

MR.  COLEMAN:     Not  particularly  in  that  area. 

COMMISSIONER  LOREE:     Generally  in  this  western 
region  between  the  Rockies  and  the  lakes. 

MR.  COLEMAN:     I  would  not  say  there  were  very  many 
opportunities  for  that.       We  have  some  lines,  of  course, 
which  we  have  built  and  own  jointly. 

COmiSSIONER  LOREE:     Have  you  thought  anything  of 
the  abandonment  of  any  of  your  lines  and  the   joint  use  of 
the  remaining  lines?        What  I  had  in  mind  was  an  opera- 
tion such  as  from.  Kamloops  to  Vancouver,  or  between  Ottawa 
and  Montreal,  where  the  lines  seem  to  be  very  close  to- 
gether; or  between  North  Bay  and  Fcrt  William. 

MR.  COLEMAN:    As  to  eastern  Canada  I  am  unable 
to  speak.      As  far  as  the  west  is  concerned  we  have  never 
had  any  negotiations  respecting  the  lines  between  Kamloops 
and  Vancouver,      We  have  had  tentative  discussions  about 
the  joint  use  of  short  pieces  of  mileage  where  the  lines 
were  parallel  and  close  together. 

COMMISSIONER  LOREE:     If  there  were  unified  con- 
trol, to  v/hat  extent  do  you  think  that  would  be  carried  out 

MR.  COLEMAN:     Under  unified  control  there  would 
be  a  vQVj  considerable  extension  of  the  principle,  I  should 
think . 
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COMMISSIONER  LOREE :     Tell  me  something  about  the 
line  from  Calgary  to  Petain  and  the  line  over  from  Macleod 
to  Petainj  what  are  the  relative  grades  and  lengths  of 
those  two  lines? 

MR.  COLEIIAN:     Calgary  to  Lake  Louise  is  a  running 
one  per  cent.      West  bound  of  course  there  is  a  descending 
grade  from  Lake  Louise  to  Field  2.2  per  cent.      Then  you 
have  a  descending  grade  from  Leanchoil  to  Colden,  seven- 
teen miles„  of  2  per  cent.      Then  v/e  have  one  per  cent  from 
Leanchoil  to  Beavermouth,  and  then  approximately  ten  miles 
of  2.2  per  cent  to  the  sum.mlt  of  the  Selkirks"  then  a  de- 
scending grade  of  2.2  for  twenty-five  miles,  and  a  running 
one  per  cent  until  you  get  to  the  foot  of  Notch  Hillj  w/hich 
is  nine  miles  long  on  each  sidej  that  is  1.9  pe]^  cent. 
Then  from  there  to  Vancouver  it  is  all  a  one  per  cent 
grade,  except  where  we  reduced  it  for  some  fifty  miles  to 
four- tenths  wustbound. 

COMMISSIOMER  LOREE s     What  about  the  line  between 
Macleod  and  Petain? 

MRo  COLEMAN 2     Through  the  Crow's  Nest  Pass  we  have 
one  per  cent,  and  on  Farron  Hi].l,  which  is  twenty-five  mile 
on  each  side,  we  have  2.2.      Then  it  is  one  per  cent  until 
you  get  to  the  summit  above  Okanagan  Lake,  when  wo  have  a 
descending  grade  of  twenty-five  miles,  2.2°  then  an  ad- 
verse grade,   twenty-five  miles,   of  2.2  to  get  out. 

COMMISSIONER  LOREE:     One  line  has  no  particular 
advantage  over  the  other,  then,  in  the  matter  of  grades? 

MR.  COLEMAN s     No.      The  southern  route  is  rather 
the  worse  of  the  two. 

COMMISSIONER  LOREE;     The  Yellowhead  Pass  seems  to 
be  substantially  lower  than  the  summits  you  mentioned,  ex- 
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copt  that  around  Jasper  there  seem  to  be  no  grades  of  any 
consequence        that  is,  they  are  quite  low.       I  wondered 
what  would  be  the  effect  under  unified  operation    of  aban- 
doning the  line  between  Calgary  and  Kamloops  and  running 
through  Edmonton  instead  of  Calgary. 

MR,  COLEMAN;     Well,  the  Yellowhead  Pass,  as  you 
know,  has  a  grade  of  seven-tenths  of  one  per  cent,  and  once 
you  get  over  that  it  is  practically  a  water  grade  into  Van- 
couver.     They  are  practically  on  the  same  parallel  of 
latitude,  and  the  distance  from  Calgary  to  Vancouver  is 
one  hundred  and  thirty  miles  shorter  than  it  is  from  Edmon- 
ton to  Vancouver, 

COMMISSIONER  LOREE:     If  you  started  back  at  Winni- 
peg or  in  that  neighbourhood,  that  would  not  be  so  marked, 
would  it  ? 

MR.  COLEMAN;  No. 

COMMISSIONER  LOREE:     I  did  figure  it  up  from  Mon- 
treal and  it  seems  to  be  only  a  hundred  miles  longer  from 
Montreal  through  Edmonton  than  from  Montreal  through  Calgary o 

MR.  COLEMAN;     But  the  heavy  load  rate  traffic  is 
westbound  from  Alberta  to  British  Columbia. 

COMMISSIONER  LOREE;     The  lower  section  of  Alberta. 

MR.  COLELM;     Yes.       Of  course  now  that  they  are 
developing  the  Peace  River  country  there  will  be  a  larger 
production  in  the  north,  but  for  the  time  being  there  is  a 
larger  production  of  grain  in  southern  Alberta  which  would 
come  into  Calgary  than  there  is  in  the  territory  which  would 
come  into  Edmonton, 

COMMISSIONER  LOREE;  Could  you  give  us  a  map  show- 
ing both  the  lines  in  different  colours? 

MR.  COLSmN;  Yes, 
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COMMISSIONER  LOREE:  Showing  where  joint  operation 
would  be  advantageous,  indicating  in  each  case  the  owner- 
ship of  the  line,  also  what  lines  could  he  abandoned  in  the 
case  of  single  ownership.  Taking  a  long  look  ahead,  would 
you  also  show  on  the  map  what  construction  you  think  is  go- 
ing to  be  justified,  not  next  year  but  ten  or  fifteen  years 
from  now. 

MR.  COLEmW :     You  mean  for  the  whole  of  western 

Canada? 

COMMISSIONER  LOREE:     Yes.       Is  there  a  topographi- 
cal map  that  illustrates  the  relation  of  this  Peace  River 
country  to  the  western  provinces? 

MR.  COLEMAN;     Yes,  there  is  a  map  here  which  I 
will  show  you.      This  shows  the  Canadian  Pacific  in  red, 
the  Canadian  National  in  yellow,  and  in  the  white  there  is 
the  Peace  River  line,  which  goes  northeasterly  to  Fort 
McMurray  on  the  Athabaska  River  and  then  northwesterly 
into  the  Peace  River  country  to  the  Lesser  Slave  Lake = 

COMMISSIONER  LOREE:     There  is  a  good  deal  of  talk 
in  Vancouver  about  the  advantage  of  using  the  Pacific  Great 
Eastern  as  an  approach  to  the  Peace  "River.      What  do  you 
say  as  to  that? 

MR.  COLEMAN:     Well,  it  is  a  shorter  mileage  to  the 
coast, and  presumably  -- 

COMMISSIONER  LOREE:  Substantially? 

MR.  COLEMAN:     Oh  yes,  because  you  have  to  back- 
haul all  the  way  down  to  Edmonton  from  away  up  northwest. 

COI^vII  SSI  ONER  LOREE:     Would  that  be  offset  by  the 

grades? 

MR.  COLEMAN:     No,   they  could  get  an  easy  grade 
through  the  Peace  Pass  right  dov\fn  to  Pinlay  Forks  and  then 
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down  into  Prince  George o 

COMISSIONER  LOREE ;     You  would  not  necessarily  be 
tied  to  the  P.G,E.,  would  jou.'^ 

MRo  COLE?/iAN:     You  could  fit  it  in  then. 

COMMISSIONER  LOREE:  You  could  fit  in  the  P.G.EY 

MR.  GOLEI/IAN:     Yes;  but  if  the  P.G.E.  was  not  there  ^ 
standing  as  a  liability  in  the  books  of  the  Province  of 
British  Colimbia,  it  would  not  be  considered. 

SIR  JOSEPH  FIAVELLE:     Where  would  that  line  go  if 
the  P.G.E,  were  not  there? 

MR.C'JLEMAN:  It  would  find  an  outlet  probably  at 
Prince  Rupert  or  come  back  and  go  down  the  low  grade  line 
of  the  Canadian  Northern  and  pick  up  from  Prince  George. 

COMIVIISSIONER  MURRAY;     How  about  Obed? 

MR.  COLEMAN s     That  would  still  leave  a  large  part 
of  the  country  with  a  long  haul,  because  the  valley  of  the 
Peace  River  is  about  a  mile  wide  and  approximately  a  thou- 
sand feet  deep,   so  that  all  the  grain  produced  north  of 
the  Peace  River  would  have  to  come  away  around  the  Peace 
River  Landing,  then  come  down  east  and  south,  and  then  com.e 
west  and  then  go  through  the  Sm^oky  River  valley,  where  the 
grades  are  heavy  again,  and  then  drop  down  to  a  point  at 
junction  with  this  new  line. 

SIR  JOSEPH  FL/iVELLE;  V/here  would  the  new  line  run? 

MR.  COLEMAN  J     From  Obed  to  Aggie. 

SIR  JOSEPH  FLaVELLE:     I  mean  on  the  short  line  you 
speak  of,  up  to  Prince  George. 

MR.  COLEMAN:  It  would  run  roughly  northwest  for  a 
distance  until  it  got  through  the  pass,  and  down  to  Finlay 
Forks  and  then  south  into  Prince  George. 

THE  CHAIREIAN:     Then  assuming  the  P.G.E.  not  to  be 
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there,  it  would,  go  from  Prince  George  east? 

MR.  COLEMAN s     From  Prince  George  west  to  Prince 

Rupert . 

THE  CHAIRMAN:     I  am  speaking  of  Vancouver. 

MR,  COLEMAN:     Or  back  to  the  junction  here  with  the 
old  Canadian  Northern  main  line  into  Vancouver, 

COMMISSIONER  LOREE :     On  the  map  it  looks  as  if 
some  of  these  big  hills  would  be  about  the  grade  of  the  big 
hills  down  through  Edmonton. 

MR.  COLEMAN:     On  the  present  production  you  cannot 
economically  justify  any  outlet  to  the  Pacific  at  all, 

SIR  JOSEPH  FLAVELLE:     It  is  said  to  be  about  ten 
million  bushels,   is  it  not? 

MR.  COLEMAN:    About  fifteen  million. 

COMMISSIONER  LOREE:     What  would  justify  it? 

MR.  COLEMAN:     I  should  think  it  would  take  almost 
a  hundred  million  bushels. 

THE  CHAIRMAN:     Is  that  in  prospect  at  all?  Have 
you  any  evidence  as  to  the  probability  of  that? 

MR,  COLEMAN:     There  has  been  a  great  deal  of  dis- 
cussion about  it,  and  it  has  been  in  the  programme  of  all 
political  parties  for  some  time.        But  the  railways  have 
taken  the  attitude  that  if  it  is  built  it  will  have  to  be 
financed  over  a  term  of  years  by  the  Government. 

THE  CHAIRMAN:     In  other  words,  it  i s  premature? 

MRo  COLEMAN:  Yes. 

COMMISSIONER  MURRAY:     What  is  the  rate  on  grain 
from  this  district? 

THE  SECRETARY:     It  averages  about  28  cents  a 
bushel  from  the  Grande  Prairie  district  to  Fort  William. 

THE  CHAIRMAN:     What  would  the  Pacific  rate  be? 
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THE  SECRETARY:     I  cannot  say;   I  think  it  is  a 
little  less. 

MR.  COLEMAN;     The  Edmonton  rate  is  26  cents  to 
Port  William. 

THE  SECRETARY:     The  28  cent  rate  is  very  recent  is 

it  not  ? 

MR.  COLEMN:     Yes,   since  1925. 

CCMMISSIONER  LOREE;     What  is  the  Edmonton  rate  to 
Fort  William? 

MR.  COLEMAN:     Twenty- six  cents.       I  could  not  say 
what  Vancouver  is. 

THE  SECRETARY:     It  was  the  bushel  I  was  quoting. 

MR.  COLEMAN:     Twenty- six  cents  a  hundred. 

SIR  JOSEPH  FLAVELLE:     Manifestly  that  grain  should 
not  go  out  through  Fort  William;  it  ought  to  go  to  the  Pa- 
cific • 

MR.  COLEMAN:     Oh  yes,  it  does  go. 

THE  SECRETARY:     The  other  rates  are  in  comparison, 
are  they  not? 

MR.  COLEMAN:  Yes. 

COmi  SSI  ONER  LOREE:     I  think  if  Mr.  Coleman  will 
put  in  writing  his  views  on  those  different  matters  and  let 
us  have  the  map  I  asked  for,  it  will  be  very  helpfulo 

THE  CHAIRMAN:     You  have  spoken,  Mr.  Loree,  of  the 
abandonment  of  lines.       I  wonder  if  it  would  be  presumptu- 
ous if  we  asked  whether  reduced  services  would  take  the 
place  of  abandonment. 

COMMISSIONER  LOREE:     In  many  cases  undoubtedly  it 
would,  but  I  am  referring  to  lines  which  are  so  close  to- 
gether that  one  or  the  other  is  of  no  red  significance  in 
the  transportation  service.      From  Ottawa  to  Montreal,  for 


c 


-  236  - 


Mr,  Coleman 


instance,  there  are  three  lines  that  seem  to  he  very  close 
together,  and  I  was  wondering  whether  one  of  them  could  he 
abandoned,  even  if  running  rights  or  trackage  rights  or 

something  of  that  kind  were  substituted, 

MR.  COLEMAN:     I  think  the  most  glaring  instance  is 
found  in  the  three  lines  north  of  Lake  Superior. 

COmiSSIONER  LOREE:     Gould  the  centre  one  be  aban- 
doned and  running  rights  taken  up  on  the  Canadian  Pacific? 

m,  COLEMAE:     Yes,   I  think  so. 

COMMISSIONER  LOREE:     Or  joint  ownership? 

MR.  COLEMAN:     One  of  them  could  certainly  be  dis- 
pensed with  for  a  large  part  of  the  way. 

SIR  JOSEPH  PLAVELLE:     Are  there  a  considerable  num- 
ber of  towns  on  the  way  already  established? 

MR.  COLEMAN:     I  do  not  think  so.       On  the  Trans- 
continental from  Winnipeg  to  Long  Lake,  where  they  join  the 
other  Canadian  National  railway,  I  do  not  think  that  would 
involve  the  abandoni'.-'ent  of  anything  much. 

THE  CHAIRMAN:     That  is  on  the  National  Transcon- 
tinental? 

ivm.  COLEMAN:     Yes.    They  have  a  hotel  at  Minaki, 
but  that  can  be  reached  by  water  from  Kenora;  it  is  only 
twenty  miles . 

TIiE  CHAIRMAN:     It  is  a  summer  hotel? 

MR.  COLEMAN:  Yes. 

SIR  JOSEPH  FLAVELLE:     You  would  think  that  in  that 
territory  from  North  Bay  to  Winnipeg  there  might  be  occasion 
for  considering  the  cutting  out  of  an  important  mileage? 

MR.  COLEMAN:     Certainly.        Our  line  from  Port 
William  to  North  Bay  could  handle  double  the  traffic  it  is 
getting.      Even  if  the  Canadian  National  retained  one,  that 
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would  amply  provide  for  the  future  requirements,  I  should 
think . 

LORD  ASHFIELD:     On  the  question,  Mr.  Coleman,  of 
road  transport,  is  there  very  much  competition  with  your 
railway? 

MR.  COLEMAN  J     In  the  east  of  course  there  is  a  very 
great  deal  of  competition.       In  the  west  we  are  protected 
pretty  well  by  the  climate  in  these  prairie  provinces,  but 
still  there  is  a  considerable  amount  of  it  in  Alberta  as  the 
roads  are  being  improved  between  the  northern  and  southern 
paEts  of  the  province,  and  the  truck  competes  to  some  extent 
around  the  cities  in  the  bringing  in  of  live  stock. 

LORD  ASHFIELD;     Has  your  company  any  policy  with 
respect  to  road  transport? 

MR.  COLEMAN;     It  is  covered  in  the  report  which  has 
been  submitted  to  the  two  railways.       I  was  going  to  suggest 
that  as  far  as  our  railway  is  concerned  the  proper  officer 
to  examine  on  that  point  would  be  Mr.  T.  E.  McDonnell,  Pre- 
sident of  the  Canadian  Pacific  Express  Company,  who  was  very 
active  in  the  preparation  of  that  report. 

SIR  JOSEPH  FLAVELLEs     Is  he  here? 

m,  COLEMAH;     No,  he  is  in  Toronto, 

LORD  ASHFIELD;     Do  you  suggest  we  raise  this  ques- 
tion with  Mr.  McDonnell? 

MR.  COLEMN;     Yes.       It  is  a  much  more  active  ques- 
tion in  the  East  than  in  the  West. 

THE  CHAIRMAN:     He  could  very  easily  bring  his  ma- 
terial to  Ottawa  I  suppose? 

MR.  COLEMN;     Oh  yes. 

LORD  ASHFIELD;    Has  your  company  any  interest  in 
the  Gray  Line  coaches? 
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MR.  COLEMAN;  No. 

LORD  ASHFIELD;     None  at  all? 

MR.  COLEMAN:  None. 

COMfflSSIONER  WEBSTER:     In  your  western  division  do 
you  use  exclusively  Canadian  coalj  or  are  you  free  to  import 
the  cheaper  American  coal,  and  is  it  economical  to  do  so? 

MR.GOiEMAN:     Over  a  short  section  of  the  lino  it  is 
more  economical  to  use  American  coal        that  is  from  Port 
William  to  Kenora. 

COMMISSIONER  WEBSTER:  Are  you  influenced  by  public 
opinion  in  the  purchase  of  coal,  as,  for  instance,  the  Cana- 
dian National  is  in  the  maritime  provinces? 

MR.  COLEMAN:     We  are  to  a  certain  extenb  al- 
though -we  can  base  our  purchases  on  sound  economxic  principles. 
The  only  American  fuel  v./e  use  to  any  large  extent,  apart  from 
the  coal  between  Kenora  and  Fort  William,  is  fuel  oil,  which 
we  import  from  California. 

LORD  ASHFIELD:     This  morning  you  gave  us  many  in- 
stances where  the  policy  of  the  Canadian  National  railway  in 
recent  years  had  reacted  unfavourably  upon  the  policy  of  the 
Canadian  Pacific,  had  forced  you  to  do  things  which  in  other 
circumstances  you  would  not  have  done. 

MRc  COLEMAN:  Yes. 

LORD  ASHFIELD:     When  Sir  Henry  Thornton  assumed  the 
executive  m.anagement  of  the  Canadian  National  Railways,  I  take 
it  his  responsibility  was  directed  solely  toward  establishing 
thi. ,f inane ial  success  of  the  railv^/ay? 

MR.  COLEMAN:     Yes,   I  assum.e  that  » 

LORD  ASHFIELD:     He  had  no  interest  at  all  in  the  r>x- 
tent  to  which  Ms  policy  might  affect  ■che  financial  fortunes 
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of  the  Canadian  Pacific  Railway? 

MR,  COLEMNs     Well,  I  cannot  answer  for  him  per- 
sonally, but  I  should  think  as  a  servant  of  the  Government 
he  should  have  an  interest  in  the  future  of  the  Canadian 
Pacific  a 

LORD  ASHFIELD:     Just  put  yourself  in  his  place  for 
a  moment        responsible  for  making  the  Canadian  National 
system  a  financial  success.      You  might  take  certain  viev;s| 
you  might  think  that  by  doing  certain  things  which  the  Cana- 
dian Pacific  were  not  doing,  the  effect  would  be  to  improve 
the  financial  position  of  the  Canadian  National  Railway, 
Could  the  Canadian  Pacific  object  to  that? 

MRo  COLEIfiAN:     As  I  mentioned  in  my  memorandum  this 
morning,  we  do  not  object  to  what  might  be  designated  as 
fair  competition,  but  we  think  it  is  injurious  to  the  in- 
terests of  both  railways  and  the  country  to  go  to  extremes 
in  competing  with  each  other, 

LORD  ASHFIELD:     If  what  you  describe  —  and  I  ac- 
cept your  interpretation  of  it,  whatever  it  may  be  --  as 
fair  competition  was  actually  the  policy  of  the  Canadian 
National  Railway,  and  equally  of  course  the  policy  of  the 
Canadian  Pacific         assuming  that  position        would  that  be 
satisfactory  to  the  Canadian  Pacific  Railway? 

MR,  COLEMAN;  I  should  think  so. 

LORD  ASHFIELD:    On  that  basis  you  could  operate 
the  two  systems  separately? 

MR.  COLEMAN:     I     should  think  so,  yes, 

LORD  ASHFIELD:     On  that  basis  could  you  obtain  the 
same  net  aggregate  result  as  you  would  if  the  two  under- 
takings were  fused? 

MR.  COLEMAN:     No,  I  do  not  believe  that. 
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LORD  ASHFIELD:     You  could  not? 
MR.  COLEMAN?  No. 

LORD  ASHFIELD:     Your  view  is  that  only  by  a  com- 
plete financial  fusion  of  these  undertakings  is  it  possible 
to  obtain  the  best  results  from  a  transport  point  of  view 
—  by  that  I  mean  the  financial  results  to  the  undertak- 
ings as  a  whole  and  to  the  Dominion  of  Canada? 

m,  COLEMNs     That  would  be  my  opinion. 

LORD  ASHFIELD:     That,  you  think,   is  a  feasible 
proposition? 

MR.  COLEMAN:  Yes. 

LORD  ASHFIELD:     That  they  can  be  brought  together 
and  effectively  managed? 

MR.  COLEllAN:  Yes. 

LORD  ASHFIELD:    Without  damage  to  the  interests 
of  the  Dominion  of  Canada? 

MR.  COLEMN:  Yes. 

LORD  ASHFIELD:     That  is  your  view? 
MRo  COLEMAN:  Yes. 

LORD  ASHFIELD:     Since  the  management  of  thu  Cana- 
dian National  became  effective  in  the  sense  of  its  imping- 
ing upon  what  you  might  have  looked  upon  as  the  interests 
of  the  Canadian  Pacific,  what  has  been  the  policy  of  the 
Canadian  Pacific  Railway?      Can  you  answer  that  question, 
or  am  I  going  too  far? 

MR.  COLEMAN:     I  can  answer  you  in  general  terms. 

LORDASHFIELD :     In  answering  it,  are  you  speaking 

for  the  company  or  merely  expressing  a  personal  opinion? 

MR,  COLEMAN:     It  is  a  personal  opinion.  I 
think,  perhaps,  the  question  should  be  put  rather  to  Mr. 
Beatty, 
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LORD  ASHFIELD;     Do  you  object  to  giving  us  your  per- 
sonal views? 

MR.  COLEMAN  J     Well,  my  personal  view  is  that  the 
Canadian  Pacific  has  simply  attempted  to  hold  its  position 
in  the  economic  life  of  the  country,  and  to  make  its  proper 
contribution  to  the  development  of  the  country  and  at  the  same 
time  to  protect  the  interests  of  its  shareholders. 

LORD  ASHFIELD;     In  carrying  out  that  policy  you  have 
gone  much  further  in  capital  expenditure  and  the  provision  of 
services  than  you  would  have  if  you  could  have  disregarded  any 
question  of  ownership  of  these  undertakings? 

MR.  GOLEMNs  Yes. 

LORD  ASHFIELD:    Have  you  studied  that  problem 
sufficiently  to  form  anything  approaching  an  approximate  fig- 
ure representing  what  it  has  cost  the  Canadian  Pacific  Railvuay? 

MR..  COLEMAN s  Competition? 

LORD  ASHFIELD:  Yes. 

MR.  COLEMAN:     I  have  not  given  it   sufficient  study 
to  be  ablu  to  give  you  a  figure,  but  I  know  it  runs  into  a 
very  large  sura  not  all  loss  by  any  means,  but  I  mean  an- 

ticipated capital  expenditures  beyond  the  necessities  of  the 

moment.      They  have  gone  into  a  very  large  sum. 

LORD  ASHFIELD:     When  you  say  a  large  sum,  are  you 
talking  in  hundreds  of  millions? 

MR.  COLEMA.N:     I  would  say  that  fifty  millions  would 
not  be  an  exaggeration. 

LORD  ASHFIELD:    Would  you  be  ablo  to  give  something 
approaching  a  figure  as  to  the  extent  to  which  it  has  increased 
your  costs  of  operation? 

MR.  COLEMAN:     Can  you  work  that  out,  Mr.  Lloyd? 

MRo  LLOYD:     Yes,  I  think  we  could  develop  a  figure. 
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We  could  not  do  it  here;  wo  would  have  to  do  it  when  we 
get  home,  "because  I  would  have  to  work  with  my  operating 
officials . 

LORD  ASHFIELD:     It  is  suggested  now  that  the  ab- 
sence of  some  kind  of  arrangement  under  which  these  under- 
takings might  be  brought  together        it  does  not  matter 
how,  but  on  some  basis        has  been  very  prejudicial  to  the 
Canadian  Pacific  Railway,  and  in  pursuing  that  line  of  in- 
quiry the  Commission  would  be  greatly  helped  if  we  could 
have  something  in  the  way  of  figures  for  our  consideration, 
so  that  if  you  could  prepare  a  statement  I  think  it  vi/ould 
be  of  much  assistance  to  us. 

MR.  LLOYD?  Yes. 

MR.  COLEMAN:     You  want  unnecessary  capital  expen- 
ditures and  unnecessary  increases  in  cost. 
THE  CHAim'IANs  Yes. 

}IIR,  LLOYD:     The  cost  to  us  of  the  competition, 
LORD  ASHFIELD:     I  would  like  to  take  you  just  a 
step  further,  if  I  may.      Up  to  the  moment  I  have  been  deal- 
ing with  the  past,  the  effect  upon  your  undertakings  up  to 
the  present.      Could  you  give  us  any  forecast  for  the  future 
if  this  present  arrangement  is  to  be  continued,  v;ith  two 
separate  undertakings,  one  privately  owned  and  the  other 
supported  by  a  national  government?        May  I  put  it  in 
another  way:     do  you  think  it  is  possible  for  your  company 
to  be  successful  administered  under  the  present  plan? 

MR,  COLEMAN:     I  should  think  it  would  be  most 
difficult  to  do  so  over  a  long  term  of  years.     I  should 
expect  that  for  the  last  few  years,  as  the  result  of  the 
present  depression,  we  would  not  be  troubled  with  the  com- 
petition of  capital  expenditures  to  any  extent,  but  after 
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that,  as  long  as  the  present  arrangement  continues  I  could, 
always  see  a  certain  amount  of  danger  in  the  present  system, 

LORD  ASHFIELD:     In  your  experience  is  it  to  the 
advantage  of  the  Canadian  National  Railway,  where  questions 
affecting  the  interests  of  the  Canadian  Pacific  arise,  that 
the  Canadian  National  has  behind  it  the  public  who  ovm  the 
undertaking? 

MR.  COLEMN:     Oh  yes,  it  is  very  easy  to  mobilize 
public  opinion  in  a  quarrel  between  a  publicly  owned  and 
operated  utility  and  a  privately  owned  one o 

LORD  ASHFIELD:     It  is  not  mere  sentiment;  it  has  a 
practical  effect? 

m,  COLEMAN  s  Yes. 

LORD  ASHFIELD:     In  the  operation  of  these  under- 
takings? 

MR.  COLEMAN:  YeSo 

LORD  ASHFIELD:    When  any  extension  is  under  consi- 
deration what  steps  does  the  Canadian  Pacific  Railway  take  in 
the  matter?      Does  that  problem  come  before  any  public  board 
so  that  the  interests  of  the  Canadian  National  may  be  heard? 

MR.  COLEMAN:     Yes.       If  the  line  is  to  be  built 

under  private  act,  notice  must  be  given  in    the  Canada 
Gazette  five  weeks  before  the  opening  of  Parliament.  Then 
the  bill  is  introduced  in  the  House  and  usually  referred  to 
the  Railway  Committee  of  the  House  of  Commons,  before  which 
any  interested  parties  may  appear.      After  it  has  passed 
that  Committee  it  returns  to  the  House,  is  sent  to  the  Senate 
and  goes  through  the  same  procedure  there.      Any  person  can 
appear  before  the    ^nate  Committee.      After  the  act  is 
passed  the  company  has  to  submit  plans     to  the  Board  of 

Railway  Commissioners        what  they  call  a  route  map  and 
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again  anybody  who  is  interested  other  railways  are  usually 
notified  —  may  appear  before  the  Railway  Commission  and  pre- 
sent his  views  regarding  the  general  route  of  the  line.  Af- 
ter that  the  company  must  file  a  location  map  showing  the  ex- 
act properties  over  which  it  will  pass,  and  then  again  inter- 
ested parties  are  notified.  So  that  the  branch  line  is  under 
fire  before  two  Houses  of  Parliament  and  the  Board  of  Railway 
Commissioners  before  it  is  finally  approved. 

LORD  ASHFIELD:     Could  you  answer  this  qestion;  the 
fact  that  this  branch  line  is  a  promotion  of  the  Canadian 
Pacific  Railway  which  might,  if  given  effect  to,  prejudice 
the  position  of  the  Canadian  National,  assuming  it  might 
be  looked  upon  as  competitive  or  possibly  competitive  at 
some  future  time  --  does  that  prejudice  your  company? 

MR.  COLEMAN?     Yes;   if  the  Canadian  National  can 
make  out  any  case  of  injury  to  their  interests,  it  does 
usually  mean  that  the  bill  is  rejected  by  the  House. 

LORD  ASHFIELD:     In  your  view  is  there  a  prejudice 
in  favour  of  the  Canadian  National  Railways  in  matters  of 
that  kind? 

m.  COLEMAN:  I  do  not  know  that  I  would  use  the 
word  "prejudice'',  but  I  think  they  get  the  benefit  of  the 
doubt  in  every  case. 

LORD  ASHFIELD:  Put  it  another  way,  then:  is  there 
a  tendency  to  favour  the  Canadian  National  Railway? 

MR.  COLEMAN:     Yes,  decidedly. 

COMMISSIONER  Vi/EBSTER:     You  mean  in  Parliament? 
MR.  COLELIAN:  Yes, 

LORD  ASHFIELD:  Then  conversely,  if  it  is  a  branch 
line  prom.oted  by  the  Canadian  National  Railway,  is.  your  ob- 
jection, ass.uming  you  do  make  objection,  prejudiced  because 
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it  is  th-e  Canadian  Pacific  and  not  a  nationally  owned  rail- 
way? 

MR.  COLEMAN:    Well,  I  would  say  the  same  condition 

would  apply.      Of  course  their  procedure  in  the  matter  of 

branch  lines  is  different.      In  such  a  case  the  Canadian 

National  present  their  budget  and  their  plans  to  the  Minis- 
ter of  Railways.       If  he  and  the  Minister  of  Finance  approve 

it,  it  is  brought  down  as  a  government  bill,  whereupon  it 

passes  through  the  same  courses  as  our  bill;  it  is  referred 

to  the  Railway  Committee  of  the  House  of  Commons.      We  can^ 

if  we  wish,  appear  there  and  oppose  it,  but  as  you  can 

understand,  it  is  introduced  as  a  government  bill  once  it 

has  been  passed  upon  by  the  two  Ministers,  and  it  is  a  very 

difficult  thing  indeed  to  expect  the  Committee  to  throw  it 
out  • 

LORD  ASHFIELDj     Let  us  summarize  it  in  this  way  —  I 
will  put  it  to  you  as  plainly  as  I  can:     you  hold  the  view 
that  the  provision  of  a  system  of  transport  through  a  sys- 
tem which  is  nationally  owned  and  one  that  is  privately/ 
owned,  the  two  in  many  respects  competing  with  each  other, 
has  operated  to  the  disadvantage  of  Canada  as  a  whole;  that 
if  in  this  period  of  years  there  had  been  a  uniform  system 
of  railway  transportation  for  Canada  —  I  am  not  asking  you 
whether  it  should  be  nationally  owned  or  company  owned  -- 
there  would  have  been  a  substantial  saving  in  capital  ex- 
penditure and  in  operating  costs,  and  that  through  the 
economies  thus  effected  there  v\:ould  have  been  an  advantage 
to  those  who  use  the  railway  systems? 
MR.  GOLEMN:     Yes,  I  do . 

SIR  JOSEPH  FLAVELLEj     During  the  period  you  have  been 
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forming  the  views  you  have  now  expressed,  has  your  company 
or  has  the  Canadian  National,  either  one  of  you  with  the 
other,  made  any  attempt  to  carry  freight  and  passengers  over 
this  whole  country  by  friendly  in  place  of  unfi?iendly  corn- 
petit  ion? 

MR,  COLEMN:     Well,  I  said  this  morning,   sir,  that 
it  was  very  hard  to  find  an  exact  point  where  fair  and  un- 
fair competition  met  or  separated. 

SIR  JOSEPH  FLAVELLEs    Has  it  been  a  part  of  the 
policy  of  the  senior  executives  of  the  two  railways  during 

these  years  to  seek  to  find  a  basis  for  friendly  coopera- 
tion? 

MR,  COLEMA.N:     Well,  I  could  not  answer  that  question. 

LORD  ASHFIELD:     Do  you  think  it  is  practical  politics 
to  hope  for  the  existence  of  friendly  cooperation  on  such 
a  scale  as  would  secure  the  results  you  think  ought  to  be 

attained? 

MR.  COLEMAN;  Past  experience  would  not  give  us  much 
encouragem.ent  to  think  so, 

SIR  JOSEPH  PLAVELLE:  You  mean  you  have  tried  inten- 
sively to  have  such  cooperation? 

MR.  COLEMAN:     I  would  not  like  to  say  that,  because 

of  course  I  cannot  speak  for  the  executive  of  the  company. 
But  I  do  say  that  as  far  as  our  own  administration  in  the 
western  lines  is  concerned,  we  have  tried  to  live  amicably 
and  we  have  where  possible  disposed  of  questions  of  dispute 

without  friction. 

SIR  JOSEPH  PLAVELLE:     During  recent  months  there  has 

been  an  attempt  at  amicable  cooperation,  when  things  were 

going  hard?        A  new  situation  has  developed  in  that  respect 
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during  the  last  year? 

MR,  COLEMA.N:     Yes.     We  would  attribute  that  to  a 
change  of  heart  on  the  part  of  the  Canadian  National. 

SIR  JOSEPH  FIAVELLE:    Not  a  change  of  heart  on  your 

own  part? 

MR.  COLEMA.N;     I  do  not  know  what  they  would  say. 
SIR  JOSEPH  FLAVELLEj     Neither  do  I.      Let  me  ask 
another  question.        I  take  it  you  would  agree  with  me  that 

the  railroads  have  only  a  right  to  their  own  side  of  the  case 
that  the  public  whom  you  serve  have  a  right  to  be  heard? 
MR.  COLEMAN:  Undoubtedly. 

SIR  JOSEPH  "FIAVELLE:  Do  you  consider  that  the  inter- 
ests of  the  public  would  be  preserved  if  a  monopoly  of  rail- 
way interests  were  established? 

MR.  COLEMAN:  I  think  they  could  be  properly  preserv- 
ed, 

SIR  JOSEPH  FLAVELLE:     By  what  means? 

MR.  COLEMAN:     By  legislation  and  regulation. 

THE  CHAIRMAN:     You  mean  legislation  establishing  a 
regulating  authority,  I  presume? 

MR.  COLEMAN:  Yes. 
COMMISSIONER  LOREE :    Would  the  Canadian  Pacific  be 
amiply  able  to  take  care  of  itself  if  the  lines  of  the  Cana- 
dian National  were  in  private  hands? 

MR,  COLEMAN:     I  believe  so. 

COMMISSIONER  LOREE:     Would  you  give  the  Commission  an 
estimate  of  the  movement  cost  of  moving  ten  miillion  bushels 
of  wheat  from  Calgary  to  Vancouver  over  your  own  rails  and 
over  such  lines  as  you  would  select  from  here  to  Edmonton  and 
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down  to  Vancouver  in  one  movement,  assuming  all  the  cars 
came  back  empty. 

THE  CHAIRMAN:     You  are  referring  to  some  point  in 

Saskatchewan  from  which  the  shipment  would  go  to  Vancouver. 

COMISSIONER  LOREE:     They  would  have  to  use  an  exist- 
ing line,  of  course. 

SIR  JOSEPH  FLAVELLE:     Following  the  query  of  Mr. 
Loree,  and  in  association  with  what  I  said  with  respect  to 
the  interests  of  the  public  being  secured  against  a  monopoly, 
have  you  thought,  whether  there  was  any  plan  whereby  the  ad- 
ministration of  the  public  property  by  a  Board  the  majority 
of  whom  were  not  named  politically  could  be  effective  for 

the  purpose  of  carrying  on  in  competition  with  ths.t  corpora- 
tion? 

MR.  COLEMAN?  I  should  think  it  would  be  a  great  im- 
provement . 

THE  CHAIRMAN:     Are  you  referring,  Sir  Joseph,  to 
competition  between  a  publicly  owned  system  such  as  we  have 
in  the  Canadian  National  and  the  privately  owned  system,  the 
Canadian  Pacific?        That  was  not  the  question? 

SIR  JOSEPH  FLAVELLE:     No  sir.       You  said,  Mr.  Coleman, 
that  if  the  competing  line  were  not  owned  by  the  public  but 
were  owned  privately,  you  believed  you  would  get  along. 
Now,  if  the  publicly  owned  property  were  administered  by  a 
board  of  directors  the  majority  of  whom  were  not  politically 
selected,  would  that  be  effective? 

MR.  COLEMAN:     That  would  be  a  great  improvement  from 
the  standpoint  of  a  private  competitor,  because  the  diffi- 
culty about  the  publicly  owned  railway  from  the  standpoint 
of  a  competitor  is  that  no  doubt  they  are  compelled  by 
local  agitation  and  by  the  force  of  public  opinion  to  do 
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things  which,  would  not  commend  themselves  to  their 
business  sense,  and  any  arrangement  which  would  re- 
duce the  danger  of  that  would  "be  an  improvement. 

SIR  JOSEPH  FLAVELLE:       It  has  rather  been  repre- 
sented that  in  the  branch  line  competition  in  the  West 
the  Canadian  Pacific  would  seem  to  have  penetrated  the 
Canadian  National  territory  to  as  great  an  extent  as 
or  even  to  a  greater  extent  than  the  Canadian  National 

has  penetrated  the  Canadian  Pacific  territory.  Have 
you  made  a  study  of  that  at  all? 

MR.  CCLELIAN?     Yes,   I  think  you  will  find  that  to 

some  extent  covered  in  this  mrmorandumo 

SIR  JOSEPH  FLAVELLE:    The  one  you  read  to  us 
this  morning? 

MR.  COLEMAN:     No,  in  schedule  P-A  at  page  2. 
I  pointed  out  there  that  not  only  were  lines  carried 
into  territory  just  entering  on  the  settlement  stage, 
but  that  areas  already  provided  with  means  of  trans- 
portation were  invaded  by  rival  enterprises  anxious  to 
secure  connection  with  established  distributing  centres 
and  to  divide  the  traffic  from  the  older  grain  growing 
districts.       That  was  during  the  period  of  the  Canadian 
Northern  and  the  Grand  Trunk  Pacific,  and  they  invaded 
practically  all  of  the  territory  that  had  been  develop- 
ed by  the  Canadian  Pacific.      They  established  conne?- 
tions  with  all  the  distributing  centres,   such  as  Regina, 
Moose  Jaw,  Calgary,  Brandon,  and  then  at  the  close  of  the 
war  after  the  period  of  reconstruction  started,  the  Cana- 
dian National  said        these  v/ere  informal  talks:  "We 
will  let  you  retain  and  serve  all  the  country  south  of 
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the  present  line  which  you  now  serve,  and  we  vi^ill  take  all, 
the  country  to  the  north,"        Well,  as  the  country  to  the 
north  is  developed  to  a  much  greater  degree,  and  as  the 
production  there  will  fall  rather  than  increase,  we  thought 
that  was  an  arrangement  which  we  could  not  possibly  agree  to, 
and  we  reserved  our  right  to  build  railway  lines  in  the  north, 
although  some  of  the  Canadian  Northern  lines  had  been  the 
first  to  cross  certain  areas.      Attached  to  that  memorandum 
you  will  find  a  statement  with  respect  to  every  branch  line 
we  built.       It  would  leave,  in  other  words,  the  virgin  coun- 
try to  our  competitors. 

SIR  JOSEPH  FL/aVELLE:     Have  you  a  graph  showing  that? 

MR.  COLEMAN:     I  can  prepare  one. 

SIR  JOSEPH  FLaVELLE:     Showing  your  penetration  into 
what  you  might  call  Canadian  National  territory,  and  contra, 
the  Canadian  National  into  yours? 

MR.  COLEMAN s     The  Canadian  National  only,  or  are  we 
going  back  to  the  time  the  constituent  parts  invaded  our 
territory? 

SIR  JOSEPH  FLAVELIJ3:     We  are  dealing  with  what  has 
happened  since  the  individual  railv/ays  other  than  the  Cana- 
dian Pacific  came  into  one  corporation. 

MRo  COIEMiAN:     We  will  prepare  a  chart  showing  our  lines 
in  relation  to  the  nearest  Canadian  National  lines,  but  we  are 
not  conceding  the  point  that  the  northern  country  belongs  to 
them  or  that  the   southern  country  belongs  to  us = 

THE  CHAIRMAN:     I  rather  understood  you  to  say  you  took 
that  position  before  the  amalgamation  in  connection  with  the 
Canadian  Northern        that  it  was  not  their  special  territory, 
and  that  you  had  the  right  to  build. 

SIR  JC6SPH  FLAVELLE:     That  surely  must  be  true,  Mr. 
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Chairman;  there  is  no  territory  allotted  to  anybody  either 
by  act  of  Parliament  or  by  act  of  God.      But  these  two  exe- 
cutive bodies  have  been  carrying  on  the  operation  of  two 
lines  of  railway,  and,  each  one  considering  the  other  the 
aggressor,  there  has  been  an  impact  which  has  resulted  in 
a  condition  that  leads  this  Commission  to  sit  in  order  to 
ask  why  it  occurred  and  to  endeavour  to  find  a  remedy  of  a 
common  sense  character  that  would  meet  the  judgment  of  the 
executives  of  both  systems  as  well  as  of  the  community  at 
large . 

IVIR.  COLEMAN:     Practically  none  of  these  lines  were 
built  under  our  general  charter;  they  were  all  built  under 
the  charter  of  a  special  act  of  Parliament,  which  means  that 
there  were  public  hearings  and  that  the  Canadian  National 
had  the  right  to  appear        and  usually  did  so        and  state 
their  objections.       If  we  were  given  the  charter,  it  was 
the  considered  judgment  of  parliament,  having  heard  all  the 
facts. 

COMMISSIONER  LEMAN :       Most  of  the  branch  lines  were 
built  under  special  act  of  Parliament? 

MR.  C0LS1M.N:    Special  act  of  Parliament. 

SIR  JOSEPH  FLAVELLE:     Practically  all  of  them? 

MR.  COLEMAN:     Well,  there  were  one  or  two  built  un- 
der our  general  charter. 

THE  CHAIRMxAN:     You  have  built  branch  lines  under 
your  charter,  have  you  not?       I  am  sure  you  have. 

SIR  JOSEPH  FLAVELLE J    There  is  no  such  power  in  the 

charters  of  the  others, 

MR.  COLEMAN:     But  they  can  build  without  any  char- 
ters so  long  as  they  secure  the  approval  of  their  route 
map  by  the  Minister  of  Railways. 
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SIR  JOSEPH  PLAVELLE:     Without  an  act  of  Parliament? 
MR.  COLEMAN  J  Yes. 

SIR  JOSEPH  PLAVELLE:     You  mean  there  is  a  distinction 
"between  the  Canadian  Pacific  and  the  Canadian  National  in 
that  the  Canadian  National  can,  by  going  to  the  ministry, 
secure  authority  to  build  branch  lines  by  simply  putting 
down  a  route  map? 

MR.  COLEMAN!     Yes,  but  of  course  remember  that  they 
have  to  go  to  Parliament  for  the  money  and  to  specify  the 
purpose  of  the  line. 

SIR  JOSEPH  FLAVELLE:     Is  that  not  a  definite  control 
by  Parliament? 

MR.  COLEMAN:     Yes,  but  they  do  not  have  to  file  their 
route  map  or  give  us  any  notice  of  it.       They  can  have  their 
route  map  approved  by  the  Minister  and  we  know  nothing  of 
their  plans  until  the  bill  comes  up  in  the  House. 

SIR  JOSEPH  FLAVELLE;     When  you  wish  to  build  you  must 
file  your  route  maps,  and  the  Canadian  National  has  an  oppor- 
tunity to  present  reasons  why  you  should  not  be  granted  the 
privilege,  and  it  is  not  necessary  for  the  Canadian  National 
to  follow  the  same  course        that  is  what  you  indicate? 

MR,  COLEMAN:     Yes,  and  they  do  not  have  to  file  their 
route  map  subsequently  with  the  Railway  Comimission. 

SIR  JOSEPH  FLAVELLE:    Why  the  discrimination  between 
the  two  railway  corporations? 

MR.  COLEIVIAN:     I  cannot  answer  that, 

LORD  ASHFIELD:     Is  any  public  hearing  involved  in 
the  promotion  of  a  branch  line  by  the  Canadian  National 
Railways? 

THE  CHAIRI.IAN:     In  some  cases  yes,  in  some  cases  no. 
SIR  JOSEPH  FLAVELLE:     As  a  matter  of  fact  evidence 
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has  been  submitted  to  us  during  this  trip  that  the  Canadi^.n 
National  Railv/ay  branch  lines  progranjme,  approved  b^^  the 
House  of  Commons  and  rejected  by  the  Senate,  was  followed 
immediately  by  an  application  from  the  Canadian  Pacific  for 
branch  lines  in  that  northern  territory,  which  was  passed 
by  the  Commons  and  approved  by  the  Senate,       I  do  not  know 
whether  that  is  a  correct  statement,  but  evidence  has  been 
submitted  to  that  effect. 

MR.  COLEMAN:     No,  that  is  not  quite  an  accurate  state 
ment 6      There  were  one  or  two  years  when  the  Canadian  Nation 
al  branch  lines  programme  was  rejected  by  the  Senate,  and  in 
the  meantime  we  pursued  our  plans, which  had  no  relation  to 
that  rejection  by  the  Senate* 

SIR  JOSEPH  FLAVELLE;     I  do  not  think  they  indicated 
that  it  had,  but  it  synchronizes  with  the  period. 

MR.  COLEMAN:     If  I  am  not  mistake^p,  since  the  Senate 
cannot    a.m.end  a  money  bill  they  had  to  reject  the  whole  thin 
because  they  objected  on  certain  lines, 

SIR  JOSEPH  FLAVELLE;     Am  I  right  in  suggesting  that 
when  you  were  supplying  practically  the  only  service  in  the 
West        as  excellent  a  service,  I  have  no  doubt,  as  you 
thought  was  prudent  having  regard  to  the  proper  adminis- 
tration of  your  company        there  was  a  good  deal  of  objec- 
tion on  the  part  of  the  West  that  you  had  no  competitor  to 
compel  you  to  do  differently,  and  they  called  you  monopolist 
as  they  used  to  call  the  Grand  Trunk  in  the  East  in  the  old 
days  before  you  came  in  to  compete  with  them.      You  have 
heard  of  that? 

MR.  COLEMAN:  7es,  I  think  that  monopoly  cry  will  al- 
ways arise,  no  matter  v/hether  it  is  a  benevolent  corporation 
or  a  wicked  one  that  is  aerving  them. 
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COMMISSIONER  LEMAN :     I  think  in  your  report,  in  a 
short  paragraph,  you  refer  to  comparable  rates  as  between 
Canada  and  the  United  States,        Would  you  have  at  hand  or 
could  you  procure  something  more  definite  in  that  regard  so 
that  we  might  have  a  useful  basis  for  comparison? 

MR.  COLEMAN:     I  have  here  a  comparison  of  the  grain 
rates  north  and  south  of  the  international  boundary  which 
has  been  corrected  up  to  date,  since  a  recent  decision  of 
the  Interstate  Commerce  Commission,     It  gives  a  comparison 
of  the  mileage  rates. 

COMMISSIONER  LEMAN:     I  presume,  this  can  be  filed, 
Mr,  Chairman, 

THE  CHAIRMAN:     Oh  yes. 

SIR  JOSEPH  FLkVELLEs     I  suppose,  Mr,  Coleman,  it  can 
be  said  that  in  connection  with  the  building  of  the  Crowds 
Nest  Pass  line  and  the  covenant  made  at  that  time  by  the 
Canadian  Pacific  as  to  the  rates  which  would  be  given  by 
reason  of  the  loan  of  $3, 500, 000,   that  v;as  the  inception  of 
the  movement  which  afterwards  spread  much  wider  than  the 
particular  agreement  you  had  made,  and  extended  to  the  east, 
even  as  far  as  Halifax,  in  the  demand  for  relative  rates? 

MR.  COLEMAN:  Yeso 

SIR  JOSEPH  FLAVELLE:     It  originated  with  the  Crowds 
Nest  Pass  agreement? 

MR.  COLEIilAN:  Yes. 

SIR  JOSEPH  FLAVELLE:     With  the  result  that  the 
Canadian  railways  are  penalized  as  compared  with  the  Ameri- 
can railways,  which  cover  a  much  more  populous  territory 
and  have  available  much  larger  tonnages  of  freight  apart 
from  grain. 

MR,  COLEIVIAN:     I  would  qualify  that.  Sir  Joseph,  by 


-  255  - 


Mr»  Coleman 


saying  that  geographically  our  farmer  is  at  a  disadvantage 
because  of  the  fact  that  his  market  is  largely  overseas  and 
he  must  get  some  compensation  in  rates  to  enable  him  to  have 
the  same  level  of  prosperity  as  the  American  producer. 

SIR  JOSEPH  FIAVELLE:     That  is,  the  United  States  far- 
mer for  the  most  part  finds  a  market  in  the  United  States? 

MR.  COLEMAN:    To  a  large  extent. 

SIR  JOSEPH  FIAVELLE:    Whereas  the  Canadian  has  to 
find  his  market  for  the  most  part  abroad? 

MR.  COLEMAN:     Yes.      And  there  were  lower  rates  also 
by  agreem.ent  than  the  Crow's  Nest  rates  afterwards  intro- 
duced       that  is  the  agreement  between  the  Canadian  Northern 
Railway  and  the  Manitoba  Government. 

SIR  JOSEPH  FLAVELLE:     Under  the  local  charter? 

MR,  COLEMAN:     Yes.      Those  have  been  wiped  out  since, 

COMMISSIONER  LEMAN :     Mr.  Coleman,  where  would  be  the 
dividing  line  as  between  grain  and  grain  products  going  to 
Fort  William  and  those  going  towards  Vancouver? 

MR.  COLEMiAN:     My  impression  is  that  the  railway  rates 
break  at  Swift  Current  —  that  is  subject  to  correction. 

SIR  JOSEPH  FLAVELLE:     That  would  be  Swift  Current  on 
your  line  and  up  to  Saskatoon  on  the  other  line? 

MR,  COLEMAN:     West  of  Saskatoon. 


(Page  300  follows) 
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COl'IMISSIOME  LET,M:  Have  you  any  figures  available 
as  to  water  "borne  rates  on  grain  and  grain  products  from 
Vancouver  to  Liverpool  as  compared  with  similar  rates  from 
Port  Arthur  and  Fort  William  to  Liverpool? 

MR.  COLEMiK:  I  have  some  figures  worked  out  here 
showing  the  average  cost  of  mo¥ing  a  "bushel  of  grain  from 
the  prairie  provinces  to  the  British  market.     I  cannot 
put  my  finger  on  it  at  the  moment. 

THE  CHAIRMikU:  You  can  let  us  have  that. 

COmiSSIONER  MUERA.Y:   There  is  a  local  rate  for 
grain.    Mrs.  T/r-it  .iDrou^^ht  up  the  q.uestion.     Do  the  local 
rates  for  grain  compare  v\[lth  the  American  rates  at  all? 

MR A  COLEMAN:  I  have  never  looked  that  up, Doctor, 
but  I  will  do  so  and  advise  you.     That  is  between  local 
p  oint s? 

COMvIISSIOlNIER  MURRAY:  Yes.  These  are  export  rates, 
Iffio  COLEMi.N:  Yes. 

COMMISSIONER  5IURRAY:  If  the  grain  is  to  be  shipped 
between  points  in  Canada  the  rates  are  locale     Are  they 
comparable  to  the  American  rates? 

MR.   COLEFiA]\T  :  I  will  have  to  ascertain  that. 

COMMISSIONER  ICllRRAY:  Have  the  Crow's  Nest  Pass 
rates  actually  entailed  a  loss  on  the  railv^/ays?  They  have 
reduced  the  revenues,   but  have  they  actually  entailed  a 
loss?    That  is,   is  the  grain  carried  at  a  loss  instead  of 
at  a  very  small  profit? 

MR.  COLEMAN:  I  should  not  like  to  s^cy  they  are 
carried  at  a  loss,  ro. 

MR.  LLOYD:  V/e  made  a  separation  som.e  years  ago  and 
we  found  there-  was  a  profit,   but  it  did  not  c ontributean^*- 
thing  like  its  share  to  fixed  charges  and  dividends  in 
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comparison  Y^itii  other  freight » 

THE  CH/lIRMAN:  At  page  49  you  say:  Our  losses  from 
this  particular  reduction  --  that  is  the  reduction  Y\/hich 
took  place  by  statute  in  1927  has  been  estimated  at  a 
million  per  annum. 

MR.  LLOYD:  I  think  that  is  when  they  applied  the 
Crow's  Nest  Pass  rates  v^/here  they  had  not  been  bef  ore  » 

THE  CHiVIRMAH:  You  did  notmean  there  to  include  the 
whole  effect  of  the  Crov/'s  Nest  Pass  rates? 

MR.  LLOYD:  No. 

THE  CHAIRJ/IAN:  It  V7as  merely  that  extension  v\/hich 
took  place  in  19S7? 

MR.  LLOYD:  Yes.  Y/e  had  a  loss  of  revenue. 

THE  CHA.IRMAN:  Has  it  been  on  any  occasion  considered 
what  would  be  the  possible  reduction  of  traffic  by  the  re- 
moval of  what  one  might  call  the  Crow's  Nest  Pass  limitation? 

I/IR.  COLEI\/iAlT:  I  am  afraid  it  would  have  an  injurious 

effect. 

THE  CHAIRMAN:  On  the  volume  of  traffic? 

MR.  COLMM:  Yes,  and  the  development  of  western 

Canada. 

THE  CHAIRl/IAN:  Then  you  would  say  the  same  about  the 
other  figure  of  ^0  0, 000  which  you  state  you  have  lost  by 
reason  of  the  extension  of  the  Crow's  Nest  Pass  principle 
to  the  grain  moving  v;est? 

MR.  COLEMAN:  Yes.     I  never  thought  that  was  a  just 
decision, 

THE  CHAIRMAN:  I  seeo     You  do  not  put  that  on  the 
same  basis  as  the  other? 
MR.  COLE?'iAN:  No. 

THE  CHAIRMAN:  Would  you  mind  explaining  that? 
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Iiffio   COLELM:  From  the  fact  that  you  V70uld  never  get 
the  density  of  traffic  there  which  enables  us  to  operrrte 
cheaply  through  the  other  gateway,  and  then  there  is  the 
mountain  ope  rati  on,.     There  is  one  point.  Dr.  Murray,  I 
should  like  to  make  clear.     Those  domestic  grain  rates  to 
v;hich  you  refer  do  not  cover  grain  milled  in  transit  in 
Canada;  that  gets  through  export  rates. 

LORD  ASHFIELD:  So  far  as  you  knov\f,  Mr.  Coleman,  is 
there  any  tendency  on  the  part  of  shippers  and  users  of  the 
railways  in  the  competitive  areas  to  favour  the  nationally 
owned  system? 

MR.   COIEMADI:  Some  years  ago  there  was  a  decided 
feeling  of  that  kind  in  evidence,     I  think  it  is  much  less 
strong  now.     But  certainly  the  average  mp.n  in  the  compet- 
itive field  has  a  tendency  to  give  the  publicly  owned  line 
at  least  an  even  division  of  his  traffic.     He  would  not 
have  the  came  feeling  as  in  the  case  of  two  private  lines. 

COMMISSIOIER  LOREE:     I  understand  the  argument  made 
by  the  soliciting  agents  of  the  Canadian  National  ¥>/as  this: 
Some  v;ay  or  other  you  have  to  pay  for  this  service;  you 
can  pay  for  it  by  giving  us  your  business  or  in  your  taxes, 

THE  CHAIRMAN:  Support  your  own  line. 

MR,  COLEMAN:  That  had  a  powerful  influence. 

THE  CHAIRMAN:  I  think  everybody  recognized  that. 

COmilS'SI OILIER  1/VEBSTER:  You  stated  that  under  a  combin- 
ed consolidated  system    great  savings  could  be  effected. 
You  told  Sir  Joseph'  that  if  the  Canadian  National  Railways 
v^ere  practically  a  private  orgar  izat  ion ,  directed  by  men 
who  were  not  political  appointees,   there  v/ould  be  <?un  improve 
ment  on  the  present  situation.     Novj,   I  should  like  to  know 
for  my  own  guidance        and  it  will  certainly  have  to  come 
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up  at  some  time  or  other       which  of  these  two  you.  think 
would  effect  the  greatest  economies  in  operation  and  be 
most  helpful  in  improving  the  general  financial  condition 
of  the  country. 

MR.  COLIMAN:   I  consider  consolidation  would. 

THE  CHAIRMAN:  In  answer  to  a  q.uestion  put  to  you,  I 
think  by  Mr.  Loree,  you  said  if  the  Canadian  National  system 
'were  ovmed  and  operated  privately  you  considered  the  Canadian 
Pacific  could  keep  on  holding  its  own. 

MR.  COLEMAN:  Yes. 

THE  CHAIRIiM:  I  think  that  was  the  phrase  Mr.  Loree 
use  in  putting  the  question.  Now,   by  that  had  you  in  mind 
the  possibility  of  amicable  arrangements  with  regard  to 
duplication  and  competition*  or  did  you  mean  that  com- 
petition or  no  competition  you  felt  you  could  hold  your  ovi/n? 

MR.  COLBCAN:  I  meant  that  competition  or  no' 
competition  v/e  could  hold  our  own. 

COmiSSION"E-R  VffiBSTER:   Could  you  make  as  much  money 
as  in  past  years  up  to  this  period  of  depression? 

W.,  COLEMAN:  With  a  private  competitor? 

COmaSSIONER  Vi/EBSTER:  Yes. 

MR.   COLEMAN:   I  think  so. 

TEE  CHAimCAN:  You  gave  an  answer  that  rather  pointed 
to  gloomy  anticipations  v^ith  regard  to  the  future  of  your 
line  if  the  present  situation  continues, 

IKR.  COLEMAN:  I  referred  to  the  statement  of  Mr. 
Beatty  in  his  opening  speech  to  the  Commission. 

THE  CHAIRMAN:  Yes.     I  merely  wanted  to  put  this  to 
you.     Have  you  considered  in  relation  to  the  present  situ- 
ation --  including  of  course  the  ovmership  of  your  com- 
petitors by  the  government  and  all  that  that  involves  with 
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respect  to  deficits  being  supplied  out  of  the  public  treas- 
ury and  so  on        the  possibility  of  a  public  authority 
exercising  control  not  merely  over  rates,  that  is,  not  the 
kind  of  control  exercised  by  the  Beard  of  Railv^ay  Commis- 
sioners at  present,  but  control  over  the  construction  of 
branch  lines,  the  duplication  of  service,  and  that  kind  of 
thing? 

MR.  COLEI\/[AN:  Yes,   I  have  thought  of  such  a  body 
having  control  of  all  capital  expenditures  whether  they 
related  to  branch  lines  or  not. 

THE  CHAIRMAN:  And  with  what  result? 

MR.  COLEJ.M:  Well,  it  seemed  to  me  that  it  would  be 
difficult  to  get  legislation  vjhich  would  make  an  arrange- 
ment of  that  kind  very  effective, 

THE  Cm-.TRMAN:  That  is  to  say,  you  find  it  difficult 
to  think  of  a  plan  that  would  be  practically  workable? 

MR.  COLiMAN:  Yes,  without  actually  taking  the  control 
of  the  properties  out  of  the  hands  of  the  responsible 
government  today  on  the  one  hand  and  the  shareholders  of 
the  Canadian  Pacific  on  the  other. 

THE  CHAIRMAN:   In  other  words,  anything  short  of 
vv'hat  would  substantially  amount  to  amalgamation  you  think 
would  be  very  difficult  to  v/ork  out? 

m.  COmiAl:  Yes. 

SIR  JOSEPH  FLAVELLE:  In  substance  do  I  understand 
your  viev/  to  be  this?    The  difficulty  is  not  vath  com- 
petition, but  the  unfairness  and  ineq.uality  that  cannot  be 
remedied  by  the  executives  under  such  circumstances  by 
reason  of  their  being  a  public  owned  system  in  competition 
with  a  privately  owned  system.    You  do  not  object  to 
privately  owned  systems  in  competition  with  you;  you  do 
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olDjoct  to  a  publicly  ovmod  property  in  competition  v^/ith  a 
privately  ovmed  property? 

MR.  COLEIM:  Yes,,  I  object  to  the  unfairness  in 
the  general  form  of  competition. 

COMMISSIOKER  WEBSTER:  Mr.  Coleman,  coming  to  oper- 
ating management,  do  you  consider  the  C.W.R.  staff  are 
practically  as  efficient  as  the  staff  of  the  C.P.R? 

MR.   COLEIM:  Well,  I  am  not  capable  of  judging  that. 
I  certainly  v;ould  not  suggest  that  they  were  not  efficient. 

COlvMISSIOlJER  WEBSTER:     The  question  of  course  arises 
always:  Can  the  C.]}IR.system  ever  be  made  to  pay  its  vjay 
and  stop  being  a  drain  on  the  country? 

MR.  COLEMAN:  Well,  I  would  expect  an  operating 
officer  on  a  government  owned  road  vjould  have  much  more 
difficulty  in  preserving  discipline  and  preventing  inter- 
ference Vi/ith  discipline  than  the  operator  of  a  privately 
owned  road. 

THE  CHAIRMAN:  Your  objections,  Mr.   Coleman,  so  far 
as  one  gathers  from  the  expressions  you  use  at  all  events, 
are  really  not  directed  to  any  special  idiOByncrasy  in  the 
present  management  of  the  Canadian  National,  but  to  the 
position  of  the  system  in  the  various  v\?ays  you  have  in- 
dicated as  a  publicly  ovmed  system? 

MR.   C0LE3vIAN:  Yes. 

THE  CHAIRlvIAIvT:  And  to  a  very  considerable  extent 
the  directing  of  its  capital  expenditures  by  a  member  of 
the  government  not  being  any  particular  Minister? 

WR.  COLEli'IAN:  I  would  suggest  of  course  that  one 
management  of  the  Canadian  National  system  might  be  much 
more  aggressive  and  have  less  sense  of  responsibility  than 
another. 
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THE  CmiRJIAi::  Quite  so. 

MR.  CoTjS^IA.K:  But  it  is  the  principle  of  the  thing  to 
Y^hich  I  object. 

THE  CH/LXRIM:  Yes. 

SIR  JOSEPH  FLAVELLE:  Mr.   Coleman,  might  I  ask  you 
this  q.uestion?    You  are  very  large  buyers  of  all  sorts  of 
commocLiti'js  necessary  for  the  operation  of  a  rail¥;ay.  Vifould 
you  feel  conten:  if  all  the  commodities  you  were  buying 
MQTG  under  the  control  of  a  single  corporation  from  the 
Atlantic  to  the  Pacific,  and  would  you  think  you  could  buy 
as  favourably  as  if  there  were  competition  betv^een  those 
who  were  supplying  you  v/ith  your  lumber,   coal,  steel  and 
other  commodities?    That  is  to  say,  in  your  judgment  can 
you  entrust  to  any  single  executive  the  control  of  pro- 
duction and  distribution  of  individual  materials  and  feel 
that  the  buyer  "nUI  thereby  have  the  same  safety  and  the 
same  service  as  he  vyould  have  if  there  vi'ere  competitors 
in  the  field?    In  other  v/ords,  do  you  consider  uhat  human 
nature  beirig  vjhat  it  is  can  be  entrusted  with  exclusive 
pov/er? 

THE  CHAIRI^/LAN:  In  other  words  are  you  Socialist  or 
Communist  ? 

MRc  COLELM:  If  you  arc  applying  that  to  the  ral  Iway 
situation,  Sir  Joseph,   I  do  not  think  the  conditions  are 
parallel  at  all,  because  railv^ay  rates  and  services  are 
regulated  by  an  indepei;.dent  board  to  an  extent  which  does 
not  apply  to  any  other  business,  and  it  would  be  easy  to 
throw  safeguards  around  any  so-called  monopoly  which  in 
my  opinion  would  amply  protect  the  public. 

COMIvriSSIOI^R  LOREE:  I  will  give  you  an  instance. 
Railway  rates  in  the  United  States  arc  fixed  by  the 
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Interstate  Commerce  Commissiona     The  distance  from  Duluth 
to  Glasgow  is  783  miles  --  they  fixed  the  rate  at  34 
cents;  the  distance  from  Kansas  City  to  Port  Arthur  is 
778  miles  —  5  miles  shorter        and  they  fixed  the  rate 
at  21  cents.     Now,   on  v;hat  "basis  could  they  so  discriminate 
as  betv;een  citizens  of  the  United  States? 

SIR  JOSEPH  FLAVSLLE:   I  suppose  Galveston  is  ¥/hat 
governs . 

COmiSSIOLTER  LOREE:  I  thinli  the  consideration  v»/as 
purely  political,  and  exercised  for  purely  selfish  reasons. 

THE  CHi-iIRAlAlJ:  But  you  are  not  dealing  with  a  single 
system  of  railv/ay,or  even  v;ith  a  government  ovjned  system; 
you  are  dealing  Y\/ith  a  multiplicity  of  railways  and  the 
action  of  a  government  regulating  body  similar  to  that 
which  we  have  in  this  country  today 

SIR  JOSEPH  FLaVELLE:  And  which  interprets  the  powers 
given  it  by  Parliament  for  the  purpose  of  establishing  rates 

THE  CHAIRIvIAJM:  I  woiiLd  be  very  much  surprised  if  some 
people  at  all  events  did  not  think  they  could  point  to 

anom£,lous  rates  in  this  country  just  as  striking  perhaps 
as  those  v.'hich  you  have  mentioned. 

COmiSSIOIIER  LOREE:  Perhaps, 

SIR  JOSEPH  FLAVELLE:  Of  course,   from  the  other  point 
of  view,   if  you  cannot  trust  a  board  that  has  a  trustee 
relationship,  how  can  you  trust  an  individual  administrative 
body  to  interpret  what  is  good  for  the  community? 

COMnssIOilER  LOREE:  There  were  competitive  conditions 
there  was  no  monopoly. 

SIR  JOSEPH  FLAVELLE:   Of  course,  you  have  in  the 
United  States  highly  competitive  conditions. 

THE  CHAIRMiilJ:   I  suppose  rate  fixing  is  a  matter  that 
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ca.n  be  more  easily  brought  to  just  criticism  probably 
than  these  other  natters  we  are  talking  about  of  deter- 
mining vtfhether  or  not  a  particular  service  should  be  con- 
tinued.    It  would  be  exceedingly  difficult  to  find  casus 
so  nearly  parallel. 

Mr.  Coleman,  it  is  ten  minutes  past  fi¥e,  and  I 
think  we  have  taxed  you  sufficiently  for  ':<hQ  day.  Thank 
you  very  much. 

At  5.10  p.  m.  the  Commission  adjourned. 
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ROYAL  COIvMISSIOW  ON  RAILWAYS  MD  TRAIJSPORTATIOK 


The  Royal  Commission  appointed  to  inquire  into 
the  vjhole  problem  of  transportation  in  Canada,  parti- 
cularly in  relation  to  railways,   shipping  and  communi- 
cation facilities  therein,  ha¥ing  regard  to  present 
conditions  and  the  probable  future  developments  of 
the  country,  met  in  private  conference  on  the  special 
train  en  route,  Wednesday,  December  16,  1931. 


PRESENT : 

Right  Hon.  Lyman  Poore  Duff,  P.  C,  Chairman 
Right  Hon.  Lord  Ashfield,  ) 
Sir  Joesph  W.  Fla¥elle,  Bart.,  ) 


Commissioners 


Beaudry  Leman,  Esq.. , 


Leonor  Fresnel  Loree,  Esq.., 


?/alter  Charles  Murray,  Esq., 


John  CI 


arence  V/ebster,  Esq,  , 


Arthur  Moxon,  Esq.,K.C. 


Secretary 


Officers  of  the  Canadian  National  Railways 


A.  E.  Warren,  Vice  President,  V/estern  Lines, 


S.  W.  Fairweather,  Director  of  the  Bureau  of 

Economics, 


C.  S.  Gzowski,   Chief  Engineer  of  Construction 


Officers  of  the  Canadian  Pacific  Railway 


D.  C.  Coleman, 


Vice  President,  Western  Lines, 


T.  C.Mc,c]\ 


[febb,  Engineer  of  Construction, 
Western  Lines, 


Jo  M. 


R.  Fairbairn,   Chief  Engineer. 
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llfestern  Tour, 

En  Route  Vancouver-f/innipeg, 
Wednesday,  Becem'ber  16,  1931. 

PRIVATE  CONFERENCE 
The  Commission  met  at  2,15  p.m. 

SIR  JOSEPH  FLaVELLE:  Mr.  Chairman,  in  ourpro- 
cuodings  during  this  railway  journey  we  have  had  views  pre- 
sented to  us  by  letter,  by  memorandum  and  by  personal  state- 
ment.    These  have  become  matters  of  record  and  ¥;ill  be 
available  for  consideration  later. 

During  the  last  forty-eight  hours  there  has  teen 
presented  to  us  a  somewhat  interesting  statement  that  v^e 
thought  v;e  should  like  the  representatives  of  both  rail- 
roads to  take  into  consideration  in  case  it  became  a  matter 
for  serious  comment  subsequently,  and  tha,t  perhc  ps  at  this 
meeting  you  might  feel  disposed  to  discuss  the  possibilities 
of  the  physical  aspects  which  were  brought  to  oui'  attention. 

A  suggestion  vi/as  made  to  us  to  consider,   in  the 
event  of  there  continuing  to  be  two  systems  of  ra^ilways, 
whether  portions  of  the  respective  roads  could  be  used 
jointly  for  the  sake  of  economy  v>iithout  injury  to  the 
service,  vjhether  there  could  be  a  reduction  of  lines,  and 
whether  there  could  be  a  reduction  of  trains.     Broadly  the 
districts  mentioned  v\/ere  : 

1.  The  mountain  section  entering  British  Columbia, 
If  I  remember  rightly,   special  reference  v/as  made 

to  the  possibility  of  fusion  of  interestsf rom  Kamloops  to 
Vancouver. 

2.  The  district  in  northern  Ontario  served  by  two 
lines  of  the  National  Railv;ay  and  by  one  line 
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of  the  Canadian  Pacific  Railway , 

A  mutual  service  was  suggested  over  what  v\;ould  he 
considered  practical  froa  an  engineering  and  operation  point 
of  view,  whereby  in  place  of  operating  three  lines,  t¥;o  or 
one  V\;ould  be  sufficient  o 

3.  The  district  hetv/een  Toronto  and  Montreal  cind 
"between  I'lontresl  and  Ottawa. 

It  was  suggested  that  by  the  two  railways  v^/orlcing 
together  it  would  be  possible  to  use  one  of  the  existing 
lines  to  perform  the  service  of  the  two,  or  that  two  lines 
should    be  used  to  perform  the  service  of  three. 

4.  Hew  Brunswick  and  Q,uebec. 

Vi/hether  it  is  possible  to  develop  a  joint  viorking 
service  that  would  lead  to  a  reduction  in  the  tracks  now 
operated. 

In  order  that  you  rnay  have  a  cue  to  what  was  in  "'"he 
mind  of  the  speaker  who  developed  the  subject,  he  referred  to 
the  situation  v;hich  you  yourselves  solved  in  the  peace 
River  district  by  acquiring  jointly  the  provincial  lines 
from  the  government  of  Alberta  and  forming  what  is  no¥j  knovm 
as  the  Alberta  Ra,ilways  Company.     He  used  that  as  an  illus- 
tration of  v;hat  might  be  effected  in  these  other  districts 
if  the  matter  v>/ere  before  you. 

Nov\/,  Mr.  Justice  Duff  has  been  kind  enough  to  ask 
me  to  make  this  statement  to  you  because  I  thought  that 
Yjith  this  representative  body  of  operating  and  other  tech- 
nical officers  of  both  companies  on  board  the  train,  it 
might  afford  an  opportunity  for  -''ou  to  talk  over  the  ma>tter 
together.     Necessarily  of  course  -:ie  had  no  thought  that  you 
could  deal  with  it  definitely  apart  from  your  senior  e;:ecu- 
tivos,  who  naturally  Y/ould  have  to  have  it  presented  to  them; 


-  312  - 


L)ut  that  the  seniors  having  it  iDoforc  them  vjould  refer  it 
to  tho  operating  and  engineering  officers  to  see  vjhat  sort 
of  picture  coula  be  v/orked  out  if  the  general  principle 
were  adopted.     I  do  not  think  the  Chairman  expects  you  to 
discuss  tho  merits  of  it,  hut  simply  to  sit  down  v/ith  us 
and  talk  together  concerning  "what  the  gentleman  to  whom 
I  have  referred  thought  might  he  an  important  improvement, 

MR.  COLEIvCAN:  I  was  present,  Mr.  Chairman,  v^hen  one 
of  the  railv;ay  presidents  appeared  before  the  Commission,  and 
my  recollection  is  that  he  vjas  then  requested  by  the  Commis- 
sion to  go  into  the  subject  v/ith  the  executive  of  the  other 
railway  company  and  sec  if  something  could  not  be  worked  out 
along  those  lines.     I  presume  a  similar  invitation  v^as  ex- 
tended to  the  president  of  the  other  Eailvijay. 

TEE  CEiilEIvIAN:  Quite  so. 
MRo  COLEMiiN:  I  am  q.uitc  sure  they  are  working  on 
that  problem  novj,  and  anything  I  might  say  so  fe.r  as  our 
company  is  concerned  ?\?ould  be  subject  to  any  plans  v\;hich 
were  being  formedin  the  east. 

THE  CIIrilRlvIAN:  Of  course,  Mr.  Coleman,  we  did  not 
expect  from  you  any  expression  of  opinion  offhe.nd.  We 
wondered  how  far  you  could  help  the  thing  along  by  apply- 
ing your  minds  to  it. 

MR.  COLED.'IAE":  Was  there  any  reference,  Sir  JosoTJh, 
in  these  representations  to  joint  terminals? 

SIR  JOSEPH  FLaVELLE:  There  was,   and  I  thank  you  for 
reminding  me.     There  was  reference  to  a  possibility  of 
joint  terminals  in  a  good  many  places,  and  the  gentlemcji 
mentioned  one  place  at  least  where  there  wore  tv/o  stations 
in  a  small  villc^go,   and  he  thought  if  the  two  railvjays  v/ore 
to  agree  it  v/ould  be  possible  in  p.  number  of  villages  to 
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hcvG  OHO  railway  station  do  for  iDoth  railv\/ays.  Mention  was 
also  made  of  tclcgrapfi  a,nd  express  services. 

THE  CHAIRIJAW:  There  v/as  some  reference  made  to 
hotels  also.     But  that  particular  suggestion  mainly  con- 
cerned the  stretches  between  the  prairies  and  the  coast. 

SIR  JOSEPH  FLAVELLE:   I  think  he  stressed  the  fact 
that  those  territories  were  themselves  non-productive, 
they  were  simply  bridges  to  ce.rry  freight  to  the  terminal 
points,  and  he  wondered  if  they  could  not  bo  vrorked  in 
common. 

MR,   COLEMAN:  Wo  h2.ve  joint  terminals  in  the  west  e.t 
Prince  Albert,  Horth  Battleford,  Sv/ift  Current  and  Pogina. 

Jffi.  V/ARREN:  And  at  Humboldt  and  Melfort, 

MR.  COLEI'IAF:  Yes.  Suggestions  have  been  made  that 
v;e  might  have  joint  passenger  facilities  at  Calgar^r  and  at 
Edmonton.     The  difficulty  at  Calgary  when  the  subject  v/as 
broached  was  that  our  railwc.y  facilities  were  very  inadequate 
for  our  own  use.     As  a  matter  of  fact  v>/e  had  in  contemplation 
if  this  depression  had  not  a,rrived,  enlarging  our  station, 
in  v/hich  case  we  did  say  we  would  be  glad  to  afford  facili- 
ties for  the  Canadian  National;  but  they  thought  it  should 
be  reciprocal  to  the  extent  that  we  should  make  use  of  their 
facilities  at  Edmonton.     That  of  course  has  been  held  off 
by  the  fact  that  there  has  been  no  extension  at  Calgary. 

MR.  WARREN:  As  far  as  v\/c  are  concerned,  Mr.  Chairman, 
we  should  be  only  too  glad  to  go  into  the  matters  you  sug- 
gest and  in  the  spirit  you  have  mentioned.    As  a  matter  of 
fact  we  have  several  things  that  v;e  hs,ve  been  trying  to 
work  out  between  ourselves  in  the  west  from  tim.e  to  time, 
such  as  .joint  operation  of  the  lake  head  terminals.  Indeed 
we  do  a  lot  of  joint  switching  at  the  head  of  the  lakes  right 
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nov;.    Ilr,  Coleman  and  myself  feel  we  might  advance  that 
very  materially,     ^^ether  or  not  vje  can  get  rid  of  the 
whole  opera.tion  bv  one  amalgamation  it  is  almost  impos- 
sible £.t  this  moment  to  say,  but  we  have  in  mind  elimina- 
tion of  as  much  duplieai]ion  as  is  practicable. 

I  can  only  add  that  it  must  be  understood  that  the 
official  approval  of  anj;^  recommendations  that  I  might  make 
r,'ill  have  to  rest  v/ith  my  president  and  some  other  execu- 
tive officers, 

THE  CHiimiM:  Of  course. 

MR.   '.7aRREI\T:    Mr.  Coleman  and  I  suggest  that  we  go 
into  confex'ence  and  see  ¥;hat  other  things  we  have  got  on  our 
minds  that  v/ould  be  for  the  general  welfare. 

IKR,  G OLZIvli^^; :  That  is  perfectly  satisfactory  to  me, 
Mr.  Chairman, 

THE  GHAIPJv'u.I\I:  Th;.t  is  as  far  as  we  can  go  at 
present,   I  think. 

SIR  JOSEPH  FLiiVSLLE:     One  could  not  travel  over  the 
prairies  as  7;e  have  been  this  morning  without  seeing  how 
near  some  of  the  services  are,  and  Vi/ondering  whether  there 
would  not  be  a  possibility  of  a  joint  service  over  one  line 
of  tracks.     I  do  not  v/ant  you  to  answer  that  suggestion. 
I  only  make  it  in  order  that  when  you  are  giving  the  matter 
consideration  you  may  think  of  that  aspect  of  it. 

MR.  COLEI'.IAIT:   I  think  you  saw  one  of  the  most  flag- 
rant cases  of  duplication  in  the  Yjest  this  morning  the 
sins  of  our  fathers.     That  is  one  of  the  lines  we  might  per- 
haps properly  discuss. 

G0in>II3SI0ITER  LORSE:  Mr,  Coleman,  I  find  on  reading 
Mr.  Alfred  Smith's  report  that  he  makes  the  broad  suggestion 
of  dividing  the  lines  at  the  head  of  the  lakes  between 
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western  lines  and  eastern.  I  see  political" objections 
to  that  and  perhaps  operating  objections.    As  I  listened 
to  the  testimony  at  our  meetings  the  vm.nder  grev/  in  my  mind 
\7hether  three  districts  could  he  created:  Say  a  district 
from  Edmonton  and  Calgary,  taking  everything  west  of  those 
points;      a  district  hetvjeen  liYinnipeg  and  TTorth  Bay^  and  a 
district  v/est  of  Levis  v^here  the  lines  could  "be  throvjn  to- 
gether v/ith  advantage  to  the  joint  interest  of  both  corn- 
panes,    perhaps  in  that  case  some  assistance  could  be 
given  by  the  government  to  carry  v/hat  is  perhaps  unpro- 
ductive mileage.     I  am  not  asking  for  an  answer,   I  am 
just  supplementing  Sir  Joseph's  suggestion. 

SIR  JOSEPH  FLiiVELLE:  That  is  all  I  had  in  mind,  Mr. 
Chairman,  unless  there  is  something,  gentlemen,  that  you 
coula.  have  some  conversation  about  while  v;e  are  gathered 
together.        Your  report,  Mr.  V/arren,   is  nearing  completion? 

MR.  WARREN:  It  is.  Part  of  the  branch  line  report  is 
ready  now.  The  station  earnings  have  to  come  from  Montreal, 
but  v;e  can  give  you  a  general  idea  of  the  grain  business. 

SIR  JOSEPH  FLAVELLE:     Mr.  Wilson  yesterday  stated 
that  the  difficulty  in  their  truck  operation  v\ras  not  com- 
petition with  the  rail¥/ays,  but  competition  with  other 
trucks.     Do  the  two  lines  running  into  Edmonton  .from  Cal- 
gary parallel  one  another  going  north? 

}KR.   COmiAH:  Hot  very  closely. 

SIR  JOSEPH  FIu.VELLE:   It  occurred  to  me  v^hile  he 
v/as  talking  that  perhaps  one  of  the  parallel  lines  could  be 
used  for  motor  traffic. 

TiTR.  WARREH:  They  have  a  hard  surface  road  all  the 
way  dov;n,  their  highway  is  completed. 

S"IR  JOSEPH  FL:-^VELLE:  But  I  mean  if  you  were  going 
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to  suffer  a  substantial  depletion  of  tonnage  by  reason  of 
truck  competition,  and  you  yourselves  thought  of  going  into 
the  trucking  business,   one  line  of  railway  north  and  south 
v.'ould  serve  both  cities,  and  the  highway  end  vvould  be  as 
nearly  an  exclusive  privilege  as  you  could  secure,  and  would 
be  the  railway  method  of  meeting  highway  traffic  compe- 
tition over  that  particular  area. 

IiflR.  WARREN:  They  serve  entirely  different  areas. 
V/e  have  a  freight  service  on  our  passenger  trains  now,  about 
twelve  runs  v;here  v;e  deliver  freight  direct  from  passenger 
trains. 

COIvE'IISSIOSTER  LM'UiN:  Twelve  a  day? 

MR.   •j'iiJlREN:  Yes,   tv./elve  different  luns. 

SIR  JOSEPH  FLAVELLE:  One  per  day  on  each  line? 

IvIR.  V/ARREN:  Yes.  We  are  trying  it  out.     We  knov^?  we 
have  net  lost  any  more  freight,  in  fact  v/e  have  gained  some. 
Just  ho\i  much  that  gain  is  due  to  the  service  vie  cannot  tell 
for  it  has  not  been  in  long  enough.  It  is  an  experiment. 
Of  course,  this  saves  running  a  wayfreight  train  and  cuts 
dov/n  expenses  accordingly, 

SIR  JOSEPH  FU-VELLE:  Are  you  arranging  for  delivery 
forthwith  at  the  various  stations? 

Iv'IR.  V/iOlREN:  No,  that  is  the  difficulty  of  the  wMole 
thing  up  to  now,  that  v;e  hc-ve  no  storedoor  delivery.  We 
are  station  to  station,  and  making  the  time  exact  so  that 
everybody  Iqiows  when  to  expect  the  train.     We  are  following 
this  up  to  see  v^/hat  the  result  vail  be. 

THE  CHAIRMAN:  Appc.re-ntly  there  is  no  regulation  of 
highv;ay  rates  in  Sask..tchewan. 

¥R.  C0L3vIiJ\T:  No. 

THE  CHiil^C jiN:  Nor  in  Manitoba? 
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TI-iE  CIIii.IIRIvIA!J:  Nor  in  Alberta,  Is  there  anything  in 

sight? 

IIR.   '7aRREN:  Not  yet. 

KR.  FAIRVjEATHER:  Might  I  say  in  reg^.rd  to  that,  Mr. 
Chairman,  that  I  have    "been  following  quite  closoly  the 
experience  of  various  States  of  the  juion  in  a.tteinpts  to 
regulate  rates,     I  find  that  no  State  as  yet  h^,s  ever  suc- 
ceeded in    effsctivelyregu-lating  either  rates  or  services. 
The  reason  for  that  seems  to  he  that  there  is  such  a  mul- 
tiplicity of  operations  the  s-uthorities  cannot  lay  their 
finger  upon  the  violations.     One  prominent  trucker  in 
Boston  Yjc.s  asked  as  to  whether  regulation  of  rates  and  ser- 
vices was  feasihlc,  and  he  ansvjered:  You  could  make  the  lav/ 
hut  it  v/ould  take  the  livhole  United  States  army  to  try  to  en- 
force it, 

THE  CK^.IRI'L^^N:  YqU  dc  not  think  that  that  v;ould  he 
so  in  the  pra,irie  country? 

I'ER.  IVARRE'IT:  V/e  have  the  same  thing  in  Manitoba. 
We  have  given  to  the  Manitoba  department  that  controls  truck 
infractions  probably  400  cases,  and  they  cannot  do  a  thing 
\i±-th  them;  they  have  not  enough  policemen  to  enforce  the 
lav;  • 

THE  CHL-ilRlvIAN:  Infractions  in  what  sense?  Speed? 

MR.  '"'iiRREN:  Over-v/cights o.nd  men  doing  trucking  under 
a  license  they  did  not  have,  and  so  on.     The  present  staff 
of  policemen  cannot  enforce  the  law.     The  Canadian  Railroad 
Association  has  given  the  authorities  that  information. 

THE  CHiLlRMAN:  Prima  facie  that  seem.s  rather  extra- 
ordinary.    I  should  have  thought  that  by  a  licensing  system 
you  could  control  the  traffic.     I  suppose  it  extends  over 
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such  a  v/idc  o-rca.  that  it  is  difficult  of  control. 
MR.  WARREN:  Yos. 

THE  CMIR2viANr  Of  course,  theoretically  the  thing  is 
simple  enough:  You  impose  a  license,  take  power  to  cancel 
it,  and  so  on;  but  unless  you  can  frighten  the  people  they 
V7ill  hecome  careless.     It  really  de]:>encls  on  the  respect  the 
people  have  for  the  lav/.    And  bootlegging,   I  suppose,  has 
become  too  fashionable. 

IiR»  FAIRu^ATHER:  I  might  mention  that  an  attempt  by 
one  of  the  southern  States  even  in  such  a  simple  matter  as 
taxation  v;as  evaded  by  uhe  truchers  carrying  on  their  trucks 
drums  of  gasoline  concealed  under  their  merchandise » 

SIR  JOSEPH  FLAVELLE:   Is  it  illegal  to  move  gasoline? 

m,  FAIRV\il5ATHER :  The  State  made  it  illegal;  but  the 
trucker  instead  of  buying  his  gasoline  in  the  State  and 
paying  a  tax  of  ten  cents  a  gallon.,  purchased  his  gasoline 
in  Hev;  York  and  carried  it  in  drums  concealed  under  his 
merchandise,  thereby  evading  the  tax. 

THE  CHAIRI'LUv :  betY;een  Calg.'.ry  and  Edmonton,  would 
there  be  entirely  different  communities  of  importance  lo- 
cated on  each  line? 

MR.  V/ARRELT:  Yes,   sir;  we  do  not  touch  anything  at  all 
with  the  one  exception  at  Red  Leer,  where  v^;e  have  a  spur  of 
seven  miles. 

COl'iMISSIOHER  LEmN:  That  is  what  I  thought, 

(The  location  having  been  described  Ly  inearT 
of  a  map) : 

What  ¥/ould  you  say  as  between  Saskatoon  and  Edmonton? 

I'IR.  WARRETT:  Of  course,   there  is  a  certain  amount  of 
duplication  on  the  mileage  from  Sasliatoon  down  to  Unity, 
One  is  the  main  line  of  the  Canadian  national,  and  the  other 
is  what  I  would  term        I  do  not  knov/  ho?;  Mr,  Colema-n  ifould 
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descrilDe  it        a  secondary  main  lino. 

MR.  COLEMA.IJ:  That  is  the  line  we  have        come  over 
from  Edmonton. 

MR.  WAREEH:  There  is  120  miles  of  line  where  v/e  are 
parallel. 

COIMISSIOEER  LEMAN:  My  question  bore  upon  the  im- 
portance of  the  communities  located  upon  each  line. 

MR.  WARREN:  There  are  communities  upon  both  lines; 
no  matter  v;hat  is  done  it  would  "be  difficult  to  serve  them 
all. 

SIR  JOSEPH  FLAVELLE:  They  are  not  far  enough  apart 
to  suffer  any  special  hardship? 

MR.  WARREN:  Generally  speaking,  not  between  Unity 
and  Saskatoon. 

COmiSSIONER  LEIiiAU:  As  betv^een  Unity  and  Edmonton, 
the  lines  are  fairly  well  apart.  What  do  you  say  as  betv\/een 
Brandon  and  Saskatoon? 

MR.  GOLEI>/IAN:  There  is  a  difficulty  there. 

MR.  WARREN:  Yes. 

MR.  COLEIViAN:  They  are  old  established  communities. 
I.ffi.  WARREN:  And  you  are  on  a  different  elevation. 
C0IvEvIISSI01\IER  LEFlA^I:  Then  between  Maryfiold  and 
Peebles? 

l»m.  COLEIi/IAN:  That  is  the  Reston  branch  of  the  Canadian 
Pacific. 

ICR.  WiiRREN  :  There  is  another  line  that  might  be 
considered . 

MR.   COLEIvIAN:  The  Canadian  National  Railway  from 
Brandon  to  Retina. 

SIR  JOSEPH  FLAVELLE:  I  am  sure  you  v^/ould  render  us 
valuable  service  with  your  more  intimate  kno^wledge  of  the 
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subject,  if  you  were  critically  to  examine  what  could  be 
done  in  the  shape  of  amalgamation  on  the  one  line.  That  is 
one  of  the  contributions  you  might  make  towards  the  con- 
sideration of  the  whole  problem. 

COmiSSIOKER  LEBiAN;  What  about  the  two  CoN.  R.  lines 
between  Vifinnipeg  and  Portage  la  Prairie? 

MR.  VifARREl:  They  constitute  double  tracks. 

SIR  JOSEPH  FLAVELLE:  You  have  a  concentration  of 
traffic  there? 

MR.  WARREN:  In  a  year  v;hen  there  is  anything  like  a 
decent  crop  v\/e  have  to  handle  up  to  about  1400  cars  a  day, 
that  is  grain,  as  v;ell  as  other  traffic o     That  is  foi'"  a 
Certain  time,  not  all  the  time.    Y/e  could  not  do  with  a 
single  track, 

COMMISSIONER  LEI.(lAN:  Then  from  V/innipeg  running  south 
down  to  Bnerson? 

MR.  WARREN:  That  is  a  joint  section  leased  from  the 
Northern  Pacific  and  Manitoba  under  a  999  year  lease,  and 
is  nov;  re-leased  back  in  certain  proportions  to  the 
Northern  Pacific  and  the  Great  Northern  for  their  trains  in 
to  V/innipeg.     It  also  enables  us  to  get  to  our  branches  in 
southern,  south-vje stern  and  south-eastern  Manitoba, 

I\(lR.  C0LE1;IAN:  The  Canadian  ^'acific  is  across  the  Red 

River. 

SIR  JOSEPH  FLAVELLE:  You  would  consider  the  Northern 
Pacific, your  own  service,  and  the  Canadian  Pacific  on  a 
single  line  would  be  too  heavy  a  chzirgo? 

MR,  WARREN:  Yqu  are  across  the  Red  River,   in  a  dif- 
ferent community  altogether. 

SIR  JOSEPH  ELAVELLE:  I  know;  but  are  there  settle- 
ments on  both  sides  of  the  river? 
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ICR.  V/ARREN:  Ygs,  the-t  is  tliG  Rod  River  Valloy,  one 
of  our  best  districts. 

COmnssIOKER  LOREE:  Do  you  kcop  your  di visional 
accounts  bo  you  know  the  os.ming;s  and  expenses? 

MR.  FAIR17EATHER :  Not  the  earnings,  Mr.  Loree,  but 
the  expenses.     The  earnings  are  handled  through  a  central 
accounting  office,  ajid  vjq  do  on  occasion  distribute  those 
earnings,  but  only  for  the  purpose  of  special  studies. 
The  expenses,  hov\/over,  are  available  by  divisions  and  sub- 
divisions . 

MR,  V/ARREK:  ¥/e  gjne rally  take  the  gross  ton  mile  and 
the  net  ton  mile  and  add  one  against  the  other.     Last;  year 
v/e  estimated  the  pass'nger  train  mileage.     Of  course,   it  is 
not  correct  but  it  gives  you  some  sort  of  a  picture. 

MR.  FAIR\7EATHER:  Anything  else  would  be  arbitrary 

anyvjay . 

COMivIISSIONER  LOREE:  li/hat  local  business  is  there 
on  the  line  between  Fort  V/illiara  and  Superior  Junction? 

MR,  WARREN:  Nothing  of  any  conGeq.uence  except  pulp- 
wood  and  some  lumber.     The  local  business  is  such  that  vje 
run  ^ust  two  trains  per  v;eck  on  the  line. 

COMIv'IISSIOFER  LOREE:  That  is  one  of  the  lines  that 
possibly  could  be  abandoned  and  a  shorter  connection  put 
in,  using  the  Canadian  Pacific  as  a  joint  line. 

MR,  V/ARREN:  You  m.ean  to  join  up  with  the  Canadian 
Pacific  down  about  Raith? 

COl/nvilSSIOHER  LOREE:  Somewhere  in  that  neighborhood. 

MR.  YvARREN:  That  is  'Tossible.     Of  course,  the  only 
objection  to  that  offhand,  Mr.  Loree,   is  the  fact  that  in 
order  to  get  into  our  sorting  yard  at  leebing  we  would  have 
to  come  off  the  Cana^dian  Pacific  again  and  build  another 
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connection  to  get  over  there.     Of  course,   in  the  terminal 
arrangement  we  might  v\/ork  out  something  that  Mr,  Coleman 
and  I  had  in  mind  a  long  time  ago  at  Fort  V\filliam. 

COMOSSIOKER  LOREE;  It  struck  me  you  might  use 
both  tracks  up  from  Ellis  to  James.    They  are  pretty  close 
together,  apparently,  for  thirty  or  forty  miles, 

MR,  WARREN:  We  go  over  the  C.P.R.  at  the  Kaministiq.uia 
River  crossing,  and  we  have  a  double  track  in  there  to  the 
river  yard.    We  have  already  taken  up  the  old  G.T,P.  line 
on  the  north  side  of  the  river,  but  vie  will  certainly  look 
at  that  again,  Mr.  Loree. 

COMvlISSIOMER  LEM/iN:   Is  the  C.P.R.  line  double  tracked 
from  Winnipeg  to  Port  Arthur? 

MR.   COLEMiiN:  Yes. 

SIR  JOSEPH  FLAVELLE:  You  are     both  double  tracked, 
are  you? 

MR.  WARREN:  No  sir,  yw  are  si:i-4.gle  tracked.  Of  course 
we  have  two  lines. 

SIR  JOSEPH  FLAVELLE:  Yes,  but  I  thought  your  original 
Mackenzie  &  Mann  line  was  double  tracked. 

MR.  WARREN:  No,  except  for  a  few  odd  miles  here  and 

there , 

COIvMISSIOJlER  LEJM:   In  a  normal  year  is  your  double 
track  way  fairly  busy? 

ITR»  COLEti/IAN:  We  have  never  reached  the  capacity  of 

it. 

SIR  JOSEPH  FLAVELLE: You  completed  it  only  this  year? 

MR,   COLM'IAN:  No,   there  V\/as  one  section  of  it  which  we 
built  five  or  siz  years  ago.    We  double  tracked  the  short 
line  from  Emerson  to  Winnipeg,  a  distance  of  32  miles.  The 
balance  was  completed  in  1908, 
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COMMISSIONER  LEMAN:  What  would  Idg  the-  difference  in 
mileage  between  the  tvj'o  railv^ays  from  Vi/innipeg  to  Fort 
William? 

MR.  WARRET^:  The  C.P.R.  is  shorter  hy  about  ten  miles. 

COMOSSIOIER  LFMAl:  Does  the  C.N.R.  tap  any  business 
originating  o.i  the  Lake  of  the  Woodr^? 

MR.  WARREN:  Of  course  we  go  into  the  paper  and 
lumber  mills  of  the  Shevlin-Clark  and  Backus  companies  and 
our  line  goes  into  Duluth  from  there  through  Virginia. 

COMaSSIOWER  LEIM:  I  do  not  see  the  connection  with 

Duluth. 

lIRo  WARREN:  From  Fort  Frances  southo     The  onl3r  dis- 
trict we  get  of  the  Rainy  River  is  the  end  of  it.  We  are 
north  there . 

THE  CHAIRI'lAN:  We  are  very  much  obliged  to  you, 
gentlemen, 

(Mr.  Mallory  joined  Mr.  Fairweather  and 
the  other  railway  officials  retired,) 

THE  CHAIRJ/IAN:  Mr.  Fairweather,   I  think  you  told  Mr, 

Moxon  you  had  something  you  were  ready  to  go  over. 

MRo  FAIRY/EATHER :  Yes,  sir. 

THE  CHAIRMAI^:  I  think  you  were  going  to  give  us  some 
of  the  heads  of  that  anticipated  improvement  to  which  Sir 
Henry  Thornton  referred  --  |30,000,000,   I  think  it  was. 

Ivffi.  FAIRWEATHER:  I  have  here  a  statement  setting 
forth  the  ejztraordinary  economies  vyhich  the  Canadian  Nation- 
al have  instituted. 

THE  CHAlRIvIAN:  May  I  ask  v;hat  you  mean  by  oztraordi:.:- 
ary?    Do  you  mean  striking  or  out  of  the  ordinary  course? 

ivfR.  FAIRWEJ'.THER:   I  ws.s  going  to  define  it,   sir,   as  a 
measure  towards  meeting  the  present  depression.  These 
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extraordinary  economies  represent  an  attempt  to  curtail 
the  expenses  "below  the  level  which  they  v*/ould  reach  under 
ordinary  imnagement .     TJaturally,  as  traffic  falls,   if  you 
have  a  well  managed  enterprise,   the  labour  hill  vjill  go 
down,  and  also  the  material  hill.     These  items  which  I  have 
now  hofore  me  are  largely  made  up  of  things  attempted  be- 
yond that        reductions  in  rates  of  pay,  a  shortening  of  the 
working  time  under  agreeoients  with  the  employees,  and  things 
of  that  nature,  as  well  as  a  drastic  curtailment  of  passen- 
ger train  service, 

COIvMISSIONER  LOREE:  Does  the  company  get  any  return 
from  the  short  day? 

l/IR.  FAIRWEATHER:  That  is  a  very  interesting  thing, 
Mr.  Lor^-e.    V/e  do  not  yet  loiow  the  limit  to  vjhieh  this  ten- 
dency v;ill  go,   but  so  far  ¥;e  have  not  been  able  to  determine 
any  marked  diminution  in  the  gross  output  per  man-week,  not- 
withstanding the  fact  thp.t  there  is  about  a  seven  per  cent 
reduction  in  the  working  time.     It  seems  an  extraordinary 
statement  to  make,  and  I  suppose  one  inference  would  be 
that  the  supervision  in  other  times  was  perhaps  not  one 
hundred  per  cent,   or  what  is  more  likely  to  bo  the  case, 
that  in  the  present  depression  those  who  have  jobs  are  very 
keen.    However  that  may  be,   the  extraordinary  thing  is  that 
working  in  our  shops  with  reduced  tim.e  our  unit  costs  have 
actually  gone  down  slightly. 

COMIiIISSIOIIER  LOREE:  formally,  v^hether  you  employ  one 
man  for  four  days  or  two  men  for  two  days  each,  you  get  the 
same  result, 

m.  FAIRWEATHER:  Quite;  but  that  has  not  worked  out 
so  far,     '7e  do  not  know  how  far  that  tendency  will  be  mani- 
fested, and  therefore  these  figures  totalling  $24,000,000  of 
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Gconomios  must  in  some  diGgroG  "be  discounted, 

COMTISSIOI-JER  LE]\M:  Tlicso  aro  estimated  figures? 

MR.  FAIRWEA'THER:   I  have  them  here  in  great  detail. 
The  first  ¥jas  a  very  drastic  rearrangGment  made  aloout  July, 
then  another  about  August,  and  another  in  November,  They 
total  |E2, 700,000  per  year. 

SIR  JOSEPH  FLAVELLE:  You  mean  that  those  are  extra- 
ordinary changes  s.fter  you  have  already  introduced  normal 
economies? 

MR.  FAIRY/EATHER :  Yes,  sir. 

SIR  JOSEPH  FLAVELLE:  These  arc  extraordinary  changes? 

MR.  FAIRVfiCATHER :  Yes,  sir,  extraordinary  attempts  to 
meet  the  depression.     I  would  suggest,  if  it  meets  with 
your  approval,  that  a  copy  of  this  statement  be  filed  v/ith 
the  Commission.    Or  would  you  prefer  that  I  go  over  it  in 
detail  now? 

THE  CHAIRIM:  I  think  it  would  really  be  more  conven- 
ient if  YiQ  each  had  a  chancG  to  look  over  it  before  you  go 
into  it. 

SIR  JOSEPH  FLAVELLE:  I  think  so. 

THE  CHAIRMAN:   It  is  not  very  satisfactory  to  follow 
an  oral  statement  of  detailed  statistics  without  having 
first  had  an  opportunity  of  examining  the  figures.     We  could 
have  copies  of  the  statement  v\/ithin  an  hour  or  so,   I  suppose? 

FAIRV/EATHER :  I  think  so.     It  is  simply  a  matter 
of  typewriting  and  checking,  although  I  have  a  very  limited 
stenographic  staff  with  me. 

THE  CHAIRMAN:  If  you  can  do  that  within  an  hour  or 
so,  we  will  take  it  up  at  5.15  this  evening,  after  v/o 
arrive  in  Regina. 

At  O.20  p.m.  the  Commission  adjourned. 
(Page  235  follows) 
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The  Commission  resumed  at  the  Saskatchewan  Hotel, 
Regina,  at  6.15  p.m. 

THE  CHAIRMAN:     We  now  have  your  memorandum,  Mr. 
Fairweather,   showing  the  economies  effected.      The  figures 
would  rather  indicate  that  this  is  a  1931  matter,  hut  as 
I  understand  it,  it  is  virtually  for  1932        it  is  really 
a  projected  programme? 

MR.  FAIRWEATHER;     Not  entirely,   sir.      The  various 
economies  mentioned  were  put  into  effect  at  the  dates  in- 
dicated on  the  summary.      That  is  one  thing  to  which  I 
vi/ish  to  draw  your  attention. 

THE  Chairman ;     Well,  these  are  all  involved  in 
this  statement  indicating  cash  requirements        ij^  114, 000, 000, 
is  it? 

MR,  FAIRWEATHER:     To  a  certain  extent,   sir.  The 
full  amount  would  not  'be,  but  a  certain  portion  would  be. 

THE  CHAIRMN:      These  figures  are  estimated  for  a 
year,  beginning  on  the  date  mentioned? 

MR.  FAIRWEATHER:     These  figures  are  the  estimated 
economies  for  a  year,  beginning  on  the  date  mentioned. 

LORD  ASHFIELD:     Is  the  |114,000,000  affected  by 
this  statement  at  all? 

MR.  FAIRWEATHER:     No  sir. 

LORD  ASHFIELD:      You  made  full  allowance  for  it? 
MR.  FAIRWEATHER:     Yes  siro 

LORD  ASHFIELD:     As  I  understand  it,  you  expect 
economies  of  $23,000,000  for  1932,  and  before  arriving  at 
the  savings  in  1932  you  must  reduce  the  |23,000,000  to 
correspond  to  the  dates  when  the  economies  in  1931  came 
into  force?        That  is  the  position,  is  it? 
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MR.  FAIRWEATHEK;     If  you  are  making  a  comparison 

with  1931,  yes  sir. 

LORD  ASHFIELD:     So  that  you  have  to  take  into  con- 
sideration the  possible  traffic  for  1931,  dovm  and  up,  and 
the  expenditure  for  1931  down  covering  a  full  year  in  re- 
spect of  these  different  economies? 

MR.  FAIR\/lffiATHF,R ;     Quite  so,  sir. 

SIR  JOSEPH  FLAVELLE:     The  7/21/31  figure  would  be 
five -twelfths  of  that,  would  it  not,  and  on  your 
$2,222,000,  four-twelfths  would  apply? 

MR.  FAIRWEATHER:     Approximately,  yes  sir. 

SIR  JOSEPH  FLAVELLE:     And  on  the  next  item  of 
eight  millions,   one -twelfth  would  apply  or  it  would  be 

more  correct  to  say  one-sixth;  is  that  right? 

MR.  FAIRWEATHER:      Approximately,  sir. 

SIR  JOSEPH  FLAVELLE:     That  is  to  say,  for  this 
year,  1931? 

MR.  FAIRViTEATHER :  Approximately. 

SIR  JOSEPH  FLAVELLE:     And  to  that  extent  they  are 
involved  in  this  statement? 

MR.  FAIRWEATHER:     Yes  sir. 

LORD  ASHFIELD:     They  are  inside  the  statement? 
MR.  FAIRy.'EATKER:     Yes  sir. 

LORD  ASHFIELD:     May  I  ask  how  the  information  in 
this  statement  was  compiled,  by  which  you  arrive  at  the 
$23,000,000  odd? 

MR.  FAIRWEATHER:     That  was  compiled  by  taking 
into  conference  the  various  departmental  heads  and  in- 
structing them  with  regard  to  policy  and  having  them 
then  submit  proposals.      Those  proposals  were  reviewed 
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by  the  executive  and  then  the  necessary  action  was  taken 

and  the  departments  concerned  were  advised » 

LORD  ASHFIELD:     I  am  sorry  your  ansv^er  is  not 
quite  clear  to  me.      When  you  refer  to  the  executive  tou 
mean  the  President  and  the  executive  officers  of  the  com- 
pany? 

MR.  FAIRWEATIiERs     Yes  s3-r. 

LORD  ASHFIELD:     In  reviewing  the  e..:penditure  for 
the  whole  undertaking,  what  was  the  policy  laid  down  in 
respect  of  this  economy  of  Jip23,000,000? 

MR.  FAIRVl/EATHER;     The  problem  before  the  senior 
executive  was  to  pare  the  expenses  down  to  an  absolutely 
barebones  basis,  as  n^ar  as  that  could  be  done. 

LORD  ASHFIELD  J     'Was  anything  definite  given  in  the 
way  of  instruction?      Was  there  any  writcen  instruction? 

MR.  FAIRWEATILER;     Oh  yes. 

LORD  ASHFIELD:     Could  we  see  that? 

MR.  FAIRWEATHER:  I  have  not  those  with  me;  but  for 
instance,  I  received  instructions  as  a  departmental  officer 
as  to  just  what  I  was  to  do. 

LORD  ASHFIELD:     Were  those  instructions  oral  or 

writ  ten? 

MR.  FAIRWEATHER :  They  were  written. 

THE  CHAIRMN:     We  could  have  those,  I  have  no 

doubt? 

MR.  FAIRWEATHER:     I  could  obtain  them;  I  do  not 
have  them  with  m.e  . 

THE  CHAIRMAN:     The  value  of  this  statement  would 
depend  to  some  extent  on  what  those  instructions  were,  if 
we  could  get  them. 
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MR.  FAIRi'VEATHERs     I  could  tell  you  now  vorbally 

what  they  v/ere  . 

LORD  ASHFISLD?     That  would  be  very  interesting. 

MR.  FAIRWEATHERs    The  instructions  in  the  last  most 
drastic  cut 

THE  CHAIRMN:     That  is,  in  the  Novemloer  cut? 
MR,  PAlRWiEATHERs  Yes. 

LORD  ASEi'IELDs     Did  you  have  several  cuts  prior  to 

that  ? 

MR.  FAIRWEi-.THER  s     Oh  yes,  but  those  prior  cuts  did 
not  reach  to  such  a  drastic  extent  as  the  November  cut. 

LORD  ASHFIELD:     Do  I  gather  from  your  answer  that 
it  means  this:  that  as  tiiO  situation  developed,   showing  a 
condition  growing  gradually  worse,  the  screw  was  tightened 
more  and  m.ore  ? 

MRo  FAIRWEATHER;     That  is  exactly  it,  your  lordship, 

LORD  ASHFIELD:     Is  this  the  final  word?        Have  y.^u; 
given  it  the  final  turn?       Is  it  squeaking  or  squealing? 

MR.  PAIRVi/EATEER  s     There  is  quite  a  little  squeak- 
ing in  the  mechanism,. 

LORD  ASHFIELD;     Squealing  is  the  better  word. 

MR.  FAIRWEATHilR:     Squealing  would  be,  ye:..  But 
the  instructions  I  received  were  to  review  the  operations 
of  my  particular  departm-ent  and  to  put  up  a  proposal  to  the 
executive  based  upon  three  assumptions:     first,  what  staff 
reductions  I  could  m.ake ,  which,  while  they  might  hamper  to 
some  extent  the  efficiency  of  my  department,  v/ould  still 
not  interfere  seriously  with  its  operation;  second,  what 
staff  reductions  I  could  make  if  my  department  was  tem.pcr- 
arily  to  be  laid  upon  the  shelf  but  to  be  continued  as  a 
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nucleus • 

LORD  ASHFIELD:     This  of  course  cannot  be  taken 

as  a  standard  for  all  department s » 

MR.  FAIRVi/EATHER;     No,  not  for  all  departments,  but 
the  form  was  the  same  for  all.      And  the  third  assumption 
wa.3  as  to  what  economies  could  toe  effected  if  the  depart- 
ment was  completely  abolished. 

THE  CHAIRMAN  s    That  is,  these  v^rere  alternative 
hypothesis  ? 

MR.  FAIRVVEATHER:     They  were  alternatives,  sir; 
and  the  executive  took  those  reports  and  finally  arrived 
at  the  statement  of  economies  indicated  here  in  Exhibit 
"C"o       To  complete  the  picture,  Mr.  Chairman,  I  might  say 

that  subsequent  to  this  statement  of  economies  the  decis- 
ion of  the  conciliation  board  regarding  our  running  trades 
was  handed  down,  which  by  a  majority  av/ard  declared  for  a 
ton  per  cent  decrease  in  the  rates  of  pay.      That  v\/ould 
result  in  approximately    two  million  dollars  additional 
to  the  amount  shown  here . 

THE  CHAIRMAN;     This  was  done  before  that? 

MR.  FAIR;;'EATHER«     This,   sir,  was  done  before  that, 
and  it  would  not  have  been  proper  to  include  that  amount; 
but  since  the  award  is  out  and  the  railway  company  is  nov/ 
acting  upon  it,  there  is  a  further  amount  of  f 2, 000, 000 
based  upon  the  1931  volume  of  traffic. 

LORD  ASHFIELD:     Practically  for  the  next  year? 

MRo  FAIR\A/EATHER ;     Yes  sir. 

THE  CHAIRMAN;     That  would  make  it  i;25,700,000? 
MR.  FAIRWEATHER;     Yes  sir. 

LORD  ASHFIELD:     Is  your  traffic   still  falling  this 
year  as  compared  with  last  year? 
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MR.  PAIRWEATHER:     Unf ortunato ly  it  is,  and  it  is  a 
matter  which,  gives  me  very  much  concern.       I  am  not  alone 
in  that,  I  know,  but  particularly  it  falls  upon  Mr.  Mallory's 
shoulders  and  mine  to  watch  these  things;  and  in  all  my  ex- 
perience I  have  never  seen  such  a  long  continued  decline  as 
that  which  we  have  experienced  since  1929.      We  are  still 
showing  declines  of  from  twelve  to  fifteen  per  cent  each 
reporting  period. 

THE  CriAIRMAN:    What  are  those  periods? 

MR.  PAIRWEATHER:     They  would  be  weekly  for  three 
months  and  then  a  closing  period  for  the  end  of  the  month. 

THE  CHAIRRL^N:     Twelve  to  fifteen  per  cent        I  do 
not  quite  follow  what  you  m_ean.      What  is  the  percentage 
on? 

MR,  PAIRWEATHER:     Percentage  as  compared  with  the 
previous  year,       Por  instance,  the  first  week  in  November 
would  show  a  decline  of  12  per  cent  as  compared  with  the 
first  week  in  November  last  year. 

LORD  ASHPIELD:     Ass'uming  12  per  cent  decrease  in  a 
year,  what  would  the  amount  of  money  be? 

MR.  FAIRvffiATHER:     On  our  present  volume  of  revenue? 

LORE  ASHPIELD:     I  am  taking  it  for  1932, 

MR.  PAIR'y\/E..THER:     It  would  be  12  per  cent  of 
$180,000,000  $21,600,000. 

LORD  ASHPIELD:     That  would  be  a  decrease  of 
121,600,000  in  your  gross  takings  for  1922  as  compared 
with  1931  on  the  basis  of  a  12  per  cent  decrease. 

MR,  PAIRV\/EATHER:     If  that  continues,  sir.       I  may 
say  in  that  regard  I  keep  what  is  to  me  a  very  interesting 
and  I  think  informative  chart  that  shows  the  trend  of  the 
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docreases,  and  if  it  is  anything  cheerful,  that  has  in  the 
last  month  flattened  out, 

THE  CHAIRMAN:     Did  you  mean  that  the  rate  of  de- 
crease was  an  accelerating  rate  as  the  year  advanced? 

MR.  FAIRWEATHER:     Well,  if  you  would  go  hack  to 
the  beginning  of  the  depression,  Mr.  Chairman 

THE  CHAIRMAN:     I  mean  as  compared  with  last  year. 

MRo  PAIR'A'EATHER:     As  compared  with  last  year  our 
decreases  were  heaviest  in  the  summer  months,  and  as  we 
approached  the  fall  they  started  to  get  smaller.       I  be- 
lieve we  did  stand  some  decreases  of  as  much  as  30  per  cent 
as  compared  with  the  previous  year. 

LORD  ASHFIELD:     The  tourist  traffic  would  have  some- 
thing t o  do  with  it,  I  suppose. 

MR.  FAIRWEATHER:     Most  of  that  was  in  freight,  sir. 
The  very  disturbed  condition  of  international  affairs  1 
think  had  a  more  profound  bearing  upon  our  gross  than  any 
other  single  factor.      You  see,  we  are  the  fifth  trading 
nation  in  the  world,  and  with  a  population  of  ten  millions 
that  means     that  our  activity  per  capita  is  normally  very 
high  and  we  feel  disturbed  international  conditions  much 
more  than  another  country  would. 

THE  CHAIRMAN:  When  you  speak  of  a  12  per  cent 
decrease,  taking  last  year  as  the  datum.,  you  mean  that 
would  be  an  average  throughout  the  year? 

MR.  FAIRWEaTHER:     No  sir.       I  believe  the  decrease 
this  year  as  compared  with  last  on  the  average  is  much 
more  than  that . 

LORD  ASHFIELD:     More  than  12  per  cent? 

m.  FAIRWEATHER:  Oh,  much  more. 
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LOBD  ASHFIELD:     What  is  the  decrease  to  date? 

MRo  FAIRWEATHER;     Mr,  Mallory  worked  up  a  memoran- 
dum on  that,  and  we  have  it  here.      The  decrease  to  date  o; 
1931  as  compared  with  1929  on  our  rail  lines  was  eighty- 
five  million,  which  represented  a  34  per  cent  decrease. 
That  is  estimated  for  the  whole  year. 

THE  CHAIRMN:     Is  that  the  actual  estimated  dimin- 
ution for  the  year  --  is  that  what  you  mean? 

MRo  FAIRWEATHER;     The  figures  I  have  here  are  com- 
pared with  1929,      The  actual  decrease  in  our  rail  line 
revenue,  according  to  this  statement 

MR.  MALLORY;     The  gross  for  1930  for  rail  line  was 
Ji^206,000,000|   in  1930  it  was  .^164,000,000, 

TF-E  CHAIRMN:     That  is  estimated? 

MRc  MALLORY;     These  are  actual  figures,  with  the 
exception  of  the  months  of  December  and  November,  We 
have  ten  months  actual  figures  in  our  1931  calculation, 

THE  CHAlRIviAN;     What  is  the  total  for  the  twel'^e 
months  in  1930? 

MR,  MALLORY;  ^206,350,000, 

THE  CHAIRMAN;     And  for  ten  months  in  1931  it  is 
^164,000,000? 

MR.  MALLORY;     No  sir,  t_.n  months  actual,  plus  an 
estimated  figure  for  November  and  December. 

THE  CHAIRMAN;     That  gives  what? 

MR.  MALLORY;  $164,000,000. 

LORD  ASHFIELD;     Are  you  approaching  that  estim.ate';' 
MR.  MALLORY;     Very  closely,  yes  sir, 
LORD  ASHFIELD;     What  percentage  is  that? 
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Mr,  McLaren 

MR.  MALLORY;     It  is  about  20  or  21  per  cent. 

LORD  ASHFIELD:     It  is  a  21  per  cent  decrease  for 
1931  compared  with  1930? 

MR.  McLaren :     The  actual  figures  to  the  end  of 
October,  1931,  are  :|)148,000,000  odd  compared  with 
fl89,000,000  odd,  equivalent  to  a  decrease  of  21  per 
cent,  equal  to  5^40,000,000. 

LORD  ASKPISLDj  It  has  not  altered  very  much  on 
a  percentage  basis? 

MR.  McLaren ;  No. 

LORD  ASHFIELD;     Has  any  attempt  been  made  to 
forecast  the  revenue  for  next  year?        I  think  you  are 
preparing  something,  as  a  matter  of  fact. 

MR.  McLaren  :     'We  have         in  many  ways  it  is  more 
a  mathematical  problem  than  anything  else. 

COMMISSIONER  LEIvIAN ;     These  are  only  the  rail 
figures;  they  do  not  include  hotels  or  anything  else? 

MR.  MALLORY;  No  sir;  just  the  rail  line  opera- 
tion. Express  and  telegraphs  are  not  included  in  that 
figure . 

LORD  ASHFIELD;     Are  hotels  included? 
MR.  MALLORI;     No,  not  the  express,  telegraphs 
or  hotels. 

SIR  JOSEPH  FLAVELLE;     Are  the  steamships  in- 
cluded? 

MR.  FAIRi"ffiiiT"HER ;     No,  Sir  Joseph;  that  would  draw 
down  to  our  net  income  figure,  but  we  have  in  the  past 
dealt  v;ith  them  on  a  separate  basis,  the  reason  being 
that  for  purposes  of  estimate  and  for  control  it  is  much 
more  convenient  to  do  that. 

SIR  JOSEPH  FLAVELLE;     These  do  not  include  the 


i 


-  344  - 


Mr.  Pairweather 


eastern  lines? 

MR.  FAIRVi/EaTHER :     No  sir,  they  do  not. 

LORD  ASHFIELD:     Who  is  responsible  for  economies 

on  eastern  lines? 

MR.  FaIR'WEATHER:     The  same  management  as  is  re- 
sponsible for  economies  on  the  rest  of  the  system. 

LORD  ASHFIELD:    V\/ould  there  be  a  proportionate 
decrease  in  expenses  there? 

MR.  FAIRi/^/EaTKER :     I  should  say  yes.      Any  econom- 
ies which  we  have  put  into  effect  have  been  put  into 
effect  on  the  eastern  lines  on  the  same  basis  as  they  have 
been  on  the  rest  of  the  system, 

THE  CHAIRMAN;     These  figures  with  regard  to  econ- 
om.ies  exclude  the  eastern  lines  also,  do  they? 

MR.  PAIRVjEATHER;     The  f 23, 700, 000        not  entirely. 
I  think  it  would  be  more  correct  to  say  that  was  a  system 
figure , 

THE  CrJiIRMAN;     Does  it  include  the  hotels? 

MR.  PAlRVi/EATHER;     Yes,   it  does  include  the  hotels, 
sir.      The  i(p23,700,000  is  as  near  as  possible  a  system 
figure,  excepting  the  Canadian  Government  Merchant  Marine 
and  the  West  Indies  service. 

THE  Cr.AIR-MAN:     But  it  includes  such  steamers  as 
you  are  operating  and  consider  part  of  the  railway  opera- 
tion? 

MR.  PAIRW ESTHER;     Yes  sir„ 

THE  CHAIRMAN?     As  compared  with  the  beginning  of 
the  year,  has  ti.e  diminution,  broadly  speaking,  been  an 
accelerating  diminution? 

MR.  FAIRWEATHJilR ;     As  I  explained,  Mr.  Chairman, 
we  started  off  the  year  with  prospects  perhaps  looking  a 
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little  "better,  and  then  as  the  year  progressed  per  cent 
decreases  got  worse  until  wo  reached  the  fall  months,  and 
then  in  the  late  fall  they  started  to  get  rather  smaller. 

THE  CHAIRMAN:     What  month  would  that  he? 

MR.  PAIRWEaTHER:     I  have  here  a  statement  for  the 
system;  it  includes  the  Central  Vermont  but  it  excludes 
the  eastern  lines.        These  are  typical  per  cent  decreases 
hy  months?  in  January,  21  per  cent;  February,   21;  March, 
19;  April,  16;  May,  17;  June,   21;  July,  22;  August,  24; 
September,  27;  October,  23,  and  then  November,   11,  accord- 
ing to  the  budget        11  or  12, 

THE  CHAIRMAN:     Does  that  include  the  whole  month 
of  November? 

MR.  FAIRWEhTHER:     This  was  a  budget  figure  an 
estimated  figure. 

THE  CHAIRIVIAN:     Now,  your  figure  for  October  was 
two  per  cent  higher  than  the  figure  for  January? 

MR.  FAIRWEaTHER:     Yes,  October  was  23  and  January 

was  21. 

THE  CHAIRMAN:    What  is  the  explanation  of  the 
sharp  drop  in  November,  or  rise,  if  you  like  to  call  it? 

MR.  FAIRWEATHER:  Oh,  the  improvement  in  November? 
THE  CHAIRMAN:  Yes. 

MR.  FAIRWEATHER:     That  was  due  largely  to  acceler- 
ation in  the  grain  movem.ent. 

SIR  JOSEPH  FLAVELLE:     A  higher  price  for  wheat 
and  increase  in  shipments. 

COMMISSIONER  LOREE :  M  In  the  States  the  peak  of 
earnings  is  the  10th  of  Octot^er  and  the  valley  is  the 
4th  of  February.        Does  that  correspond  to  the  Canadian 
figure  ? 
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MR.  FAIRWEATHER:     Our  peak  would  perhaps  be  put 
forward  a  little.       Our  minimum  corresponds  almost  exact- 
ly. 

THE  GHAIR]\'IAN;     "What  is  your  February  percenta:-v3  ? 
MR.  FAIRWEATHER:     February  is  a  21  per  cent  decreasf 
as  compared  with  February  of  the  previous  year, 
THE  CHAIRMAN:     And  in  October ,  23? 
MR.  FAIR^/l/EATHER :  23.3. 

THE  CHAIFu.IAN:     Do  you  say  that  your  peak  would  nor- 
mally be  in  Novem_ber? 

MR.  FAIRWEATHER;     Our  peak  in  earnings  --  normally 
October  is  our  heavy  month.      After  that ,  November  shows 
somewhat  of  a  d£f;line,  December  a  bigger  decline  and  then 
January,  and  February  is  the  minimum  month.       Each  period 
is  compared  with  the  corresponding  period  in  the  preced- 
ing  year,  and  the  cycle  of  earnings  month  by  month  forms 
a  very  typical  Picture,      As  Mr.  Loree  has  said,  it  start 
with  a  minimum  in  February  and  then  increases  to  a  sort 
of  plateau,  and  then  when  the  crop  moves  in  the  fall  it 
goes  up  to  a  mountain  peak;  then  it  sharply  drops  away 
from  that  down  to  the  minimiun,  and  that  is  a  typical 
year's  traffic.      The  thing  that  hit  us,  of  course,  in 
1929,  was  a  crop  failure;  that  took  away  a  good  part  of 
our  peak,  and  that  was  really  t'le  only  effect  of  the  de- 
pression on  our  1929  earnings.       Our  1930  earnings  when 
they  came  along  --  our  fall  peak  did  not  rise  to  its 
accustomed  height  on  account  of  the  depression,  and  in 
1931  I  rather  think  that  the  fall  peak  has  assumed  a 
little  more  nearly  its  correct  proportion  to  the  rest  of 
the  year. 
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COMMISSIONER  LEMAN :     That  would  be  one  of  the 
reasons  for  the  improvement  in  your  percentage  for  Octo- 
ber       you  were  comparing  with  a  year  of  depressed  traff- 
ic? 

MR.  FAIRVffiATHER J     Yes,  sir. 

COMMISSIONER  WEBSTER;     Do  these  figures  correspond 
pretty  much  with  those  of  the  Canadian  Pacific? 

MR.  FAIRWEATHER:     Yes  and  no.       Generally  speaking 
the  Canadian  Pacific  figures  follow  ours,  but  for  some 
reason  I  have  never  been  able  completely  to  explain, 
their  figures  tend  to  be  a  little  more  erratic.      I  do 
not  know  the  reason  for  it,  but  they  do  not  follow  as 
smooth  a  trend  as  ours. 

SIR  JOSEPH  FLA^/ELLE;       Are  they  showing  about  the 

sam.e  decrease  as  you? 

MR.  FAIRWEATHER;     Well,  they  showed  a  very  heavy 
decrease  in  their  last  weekly  figure;  I  think  it  was  al- 
most 30  per  cent,  wa$  it  not,  Mr.  Mallory? 

MR.  MALLORY;     I  have  not  seen  the  last  figures. 

MR.  FAIRWEATHER;     The  one  prior  to  that  they  had  re- 
duced their  decrease  down  to  quite  a  small  one,  I  think 
only  a  matter  of  around  5  per  cent.      But  their  decreases 
generally  speaking  are  a  little  more  erratic  than  ours, 
I  would  not  desire  or  try  to  explain  it. 

LORD  ASH^IELD:     V\/hat  was  your  ratio  of  expense  to 
gross  receipts  last  year? 

MR.  FAITl'/ffiATHER;     Do  you  wish  the  all-inclusive 
system.,  on  our  system  as  reported? 

LORD  ASHFIELD;     On  the  basis  you  are  working  on 

now. 

MR.  FAIRWEATHER;     That  would  be  the  system  as  re- 
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ported,  and  the  operating  ratio  was  88.05. 

LORD  ASHFIELD:     What  is  it  this  year  to  date;  have 
you  got  that? 

MR.  PAIRWEATHER:     I  shotild  say  it  is  close  to  96. 

MR.  McLAREN;  96.36. 

LORD  ASHFIELD;     Have  you  got  It  for  1929,  and  for 
1928,  v/hich  was  your  best  year,  was  it  not? 

MR.  PAIRWEaTHERs     In  1929  it  was  82.5.       In  1928 
our  operating  ratio  on  the  comparable  basis  was  79.05,  and 
we  anticipate  the  full  year  1931  will  be  about  95,5. 

COM'IISSIOKER  LEMAN:    Would  you  have  the  figure  for 
the  whole  system? 

MR.  PAIRVVEi-iTHER  2     Yes,   I  have  the  figure  for  the 
whole  system,  except  1931.       The  all-inclusive  system,  had 
an  operating  ratio  in  1928  of  82.06.       In  1929  it  was  85.38 
and  in  1930  it  was  91.17. 

LORD  ASHFIELD:     So  that  for  this  year  it  will  be 
over  100  per  cent . 

MR.  FAIRWEaTHERs     Including  the  eastern  lines? 

LORD  ASHFIELD:  Yes. 

MR.  FaIRWEATKER:     Well,   I  would  have  to  ask  Mr. 
Mallory  about  that;   I  rather  think  it  will. 

LORD  ASHFIELD:     You  will  have  an  actual  deficit  on 
Operating,  including  eastern  lines? 

MR.  FxilRWSATHER:  Yes. 

THE  CHAIRMAN:     Is  that  on  the  basis  of  the  20  per 
cent  freight  rate  reduction? 

MR.  FAIRIA/EATHER:  That  is  on  the  basis  of  crediting 
to  the  revenues  on  the  eastern  lines  the  20  per  cent  freight 
rate  . 
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LORD  ASHPIELD:     Could  we  oome  back  to  this  question 
of  the  instructions  given  on  the  question  of  economies? 
We  have  dealt  only  with  your  department;  could  you  deal 
now  with  all  the  departments? 

MR.  FAIRVl/EATHER ;     I  know  in  that  particular  case 
identical  instructions  went  out  from  the  President's 
office  o 

LORD  ASHPIELD:     They  could  not  he  quite  the  same, 
because  it  would  wipe  out  every  department  and  every  train 
would  stop.       It  is  an  impossible  contemplation.  There 
m_ust  have  been  some  instructioni  I  was  wondering  what 
form  it  took.      Was  it  a  request  to  each  responsible 
officer  to  exercise  his  own  judgment  in  determining  what 
was  the  point  at  which  you  had  reached  the  bone,  or  was 
it  on  the  basis  of  percentage  reduction? 

MR.  PAIRWEATHER:     No  sir 

LORD  ASHPIELD:     Was  it  the  function  of  the  officer 
to  determine  how  much  he  must  spend  in  the  year? 

MR.  PAIRWEATHER:     May  I  explain,   sir?        There  was 
in  the  first  instance  a  conference  in  the  President's 
office.      At  that  conference  the  seriousness  of  the  situa- 
tion was  explained  and  general  instructions  given  to  see 
what  economies  could  be  m^ade,  carrying  the  thing  to  the 
utmost.      To  facilitate  the  preparation  of  those  estimiates, 
these  hypotheses  were  submitted;  because,  sir,  each  of 
the  main  departments  v\rould  have  sub-departments  which 
might  be  dispensed  with.         I  v\/ill  instance  again  my  own 
department:  my  ovirn  department  could  be  done  away  with  to- 
morrow v/ithout  ac+"-ually  affecting  the  running  of  the 
trains,  and  it  is  purely  a  m.atter  of  policy  as  to  whether 
it  is  continued  or  not.      And  there  would  be  ra.any  other 
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sul3.departments  that  could  be  cut  off;  for  instance,  our 
colonization  department,  our  imnigration  department,  our 
radio  departm-ent,  things  like  that,  where  the  executive 
decision  would  have  to  he  made  as  to  whether  they  were  to 
he  continued  at  all  or  not,  and  for  the  purpose  of  guid- 
ing the  executive  one  of  the  things  was  just  that. 

THE  CHAIRMAN:    Then  you  had  three  alternatives: 
first,  reduction  without   seriously  interfering  with  opera- 
tion? 

MR.  PAIRVVEATHER:  Yes. 

THE  CHAIRMAN:     Second,  reduction  to  the  point  of 
maintaining  only  a  skeleton  staff? 
MR.  FAIRWEATHER:     Yes  sir. 

THE  CHAIRIAAN:     Third,   suppression  of  the  service  en- 
tirely? 

MR.  PAIRVVEATHER:     Where  it  could  be  done,  yes  sir. 

THE  CHAIRMN:     Assuming  that ,  of  course. 

LORD  ASHFIELD:     What  does  the  colonization  depart- 
m.ent  cost  you  a  year?        Have  you  got  the  figures? 

MR.  FAIRV'ffiATHER :     Yes,  we  have  it  here  in  our  annual 
report.        Our  colonization,       agriculture  and  natural 
resources  cost  us  in  the  year  ending  December  31,  1930, 
|526,000, 

COMMISSIONER  LEMAN :     What  does  it  cover  -=  just  in 
broad  terms? 

MR.  FAIRWEATHER:     That  group  of  departments  covers 
the  contact  which  the  railway  company  maintains  with  pros- 
pective immigrants  and  the  placing  of  men  upon  the  land, 
as  well  as  the  development  of  any  natural  resources  whio>'. 
may  be  tributary  to  the  Canadian  National  Railways;  that 
is,  if  anybody  desires  to  know  something  with  regard  to  the 
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mineral  developments  along  the  Canadian  National,  or  the 
lumbering  developments,  this  department  v/ould  furnish 
them  with  that  information  and  generally  keep  the  public 
advised  with  regard  to  matters  of  that  kind.        I  may  say 
that  our  colonization  and  agriculture  department  has  in 
this  period  of  depression  turned  its  attention  from  immi- 
gration to  the  placing  of  men  and  women  upon  the  land. 

LORD  ASHFIELD:     Where  do  they  com^e  from? 

MR.  PAIRWEATHER:     From  the  cities        men  who  have 
drifted  into  the  cities  and  who  have  in  this  depression 
been  thrown  out  of  work,  but  who  fortunately  have  a  little 
capital,  and  if  they  have  just  enough  capital  to  make  the 
down  payment  upon  a  farm  and  to  ensure  a  reasonable  de- 
gree of  security,   our  agricultural  department  will  make 
every  effort  to  place  them  intelligently  upon  the  land. 
We  have  in  that  respect  done  a  very  great  work;  I  tMnk 
altogether  about  tv/enty  thousand  families  have  been  assist- 
ed in  this  m.anner, 

COMMISSIONER  WEBSTER;     In  what  period? 

MR.  FAIRViEATHER ;     That  is  since  the  depression 
started  to  be  severe;  at  the  beginning  of  19  30. 

COMIilISSIONER  WEBSTER  2       Did  you  reduce  the   staff  of 
your  department  to  any  substantial  extent  when  immigration 
completely  stopped. 

MR.  FAIRWEATHER;     Oh,  we  certainly  made  severe  cuts 
in  it         just  hov;  much  I  could  not  say  at  this  time. 

COMISSIONER  WEBSTER:     Does  that  figure  include  the 
expenses  of  the  European  offices,  say  the  Paris  office? 

MR.  PAIRWEATHER;     If  it  were  directed  at  this  activi^- 
ty,  yes. 

COMMISSIONER  WEBSTER;     Only  so  far,  but  not  the 
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whole  cost  of  the  Paris  office? 

MR.  FAIRVl/EATHER:     Mr.  McLaren  has  just  indicated  to 
me  that  this  department  has  decreased  its  expenses  30 
per  cent, 

LORD  ASHPIELD:     This  is  a  question  you  cannot  poss- 
ibly answer  now,  Mr.  Pairweather„      Suppose  the  Commission 
were  to  say  to  you  --  and  when  I  say  "you"  I  am  speaking 
of  the  Canadian  National  --  "We  are  not  satisfied  with  the 
economies  which  are  contemplated,  and  we  wish  you  to  give  ■ 
us  a  report  showing  what  steps  the  officials  of  the  Cana- 
dian National  would  have  to  take  to  meet  the  situation  if 
economies  were  made  on  a  certain  specified  scale."  Sup- 
pose we  were  to  say:     You  have  now  given  us  a  list  of 
economies  amounting  to  some  ^23,000,000;  we  will  increase 
the  amount  by  say  $10,000,000  --  arriving  at  a  certain 
figure  which  we  say  the  Canadian  National  Railway  should 
reacho      Assuming  for  the  moment  that  the  Canadian  Nation- 
al Railways  have  to  be  operated  on  a  certain  basis  of  ex- 
penses in  relation  to  earnings,  what  we  should  like  you  to 
tell  us  would  be  this:  on  that  assumption  what  protection 
would  the  Canadian  National  Railways  ask  in  so  far  as  any 
steps  the  Canadian  Pacific  might  take  in  the  matter  were 
concerned.       Assujning  that  some  instruction  might  be  given 
to  the  Canadian  National  Railways,  what  steps  would  you 
ask  should  be  taken  so  far  as  the  Canadian  Pacific  Railway 
is  concerned?        That,  as  I  have  said,  is  a  question  you 
cannot  an.swer  now.      But  if  the  Chairman  agrees  and  my 
colleagues  agree,  we  would  ask  you  to  consult  with  your 
officers   and  let  us  have  your  considered  views  on  that. 
You  see  what  I  mean:  it  has  some  relation  to  what  has  boon 
said  on  another  matter,  because  the  Senate  threw  out  your 
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programrae  of  extension  and  the  Canadian  Pacific  stepped 
in  and  secured  some  advantage  iDy  making  extensions  because 
of  the  policy  of  the  Senate  with  respect  to  your  programme. 
Here  you  have  two  competing  system^s,  with  a  Government 
responsible  for  whatever  the  results  of  the  operating  of 
the  Canadian  National  may  he.      Suppose  the  Goverrmient 
said  to  you:     You  have  got  to  operate  this  service  on  a 
certain  basis,  whatever  that  might  be,  and  that  scale 
might  be  submitted  so  that  we  should  have  a  knowledge  of 
what  steps  would  have  to  be  taken  in  the     various  stages, 
finally  reaching  the  very  lowest  figure  that  would  be 
possible  in  the  circumstances.       On  that  assumption  the 
Canadian  Pacific  m.ight  come  into  the  situation,  and  I 
would  ask  if  you  would  consult  with  your  colleagues  and 
advise  us  what  protection  you  think  should  be  necessary. 
Have  I  m_ade  it  clear? 

THE  0H;.IRI\M;     You  understand,  do  you,  Mr.  Fair- 
weather?      I  mean,  could  you  in  the  way  in  which  it  has 
been  put  to  you,  without   something  more  definite  being 
given  in  the  way  of  figures  -- 

m.  ?j;-.IRwEATfiER ;     Well,  I  confess  it  is  an  extremely 
difficult  problem,  but  I  think  I  have  what  is  in  his  lord- 
ship's mind,       I  surmise  that  it  would  be  divided  into  two 
categories;  first,  'as  regards  thu  operations  of  the  pro- 
perty as  it  novv  exists,  and  the  attention  there  would  be 
directed  to  the  minimizing  of  service  snd  to  the  reduccion 
of  cost  of  operation.        The  other  category  would  be  .t'-ie 
matter  of  capital  expenditures,  which  of  course  is  in  a 
difforwnr.  fi^ld  entirely.       I  take  it  his  lordship  Tould 
desire  an  answer  on  both  of  these  points. 

LORD  ASHPISLD:     You  might  for  instance  say  that  react 
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ing  a  cortain  figure  of  economy  it  could  tie  done  only  by 
cooperation  with  the  Canadian  Pacific  Railway, 

MR.  McIAREN:     Your  lordship,  is  this  what  is  in- 
tended: that  if  the  Conimission  were  to  say  to  the  officers 
and  management  of  the  National  Railways,  "VS/e  want  you  to 
operate  your  property  at  a  further  reduction  of  the  twenty- 
three  millions  to  say  forty  millions,"  what  would  be  our 
disadvantage  as  compared  with  the  Canadian  Pacific  if  they 
were  not  likewise  ordered  to  make  certain  reductions? 

LORD  ASHFIELD:     It  might  be  impossible  for  you  to  do 
it  except  by  cooperation.       It  m^ight-be  that  certain  things 
ViTould  be  necessary  in  cooperation  with  the  Canadian  Pacific 
in  order  to  effect  that  position,  or  it  might  be  your  posi- 
tion would  be  prejudiced  unless  some  arrangement  were  rnado 
with  the  Canadi  an  Pacific.      Do  you  see  what  I  mean? 

im,  McLaren ;     Yes,  the  amount  I  think  is  the  factor » 

LORD  ASHFIELD:     You  may  be  quite   sure  the  amount  vvill 
bo  large  enough  to  make  it  necessary  for  you  to  consider  it 
very  carefully;  because  if  the  Canadian  Government  is  con- 
fronted with  a  situation  where  not  even  the  working  expen- 
ses of  the  Canadian  National  are  being  earned,  and  wlievG 
there  is  the  possibility        shall  we  say  the  probability?-- 
of  the  economies  you  have  in  contemplation  being  absorbed 
by  a  decrease  in  your  earnings,  obviously  the  position  is 
an  extremely  grave  one.      We  should  then  desire  to  in- 
vestigate the  situation  and  to  see  what  steps  could  be 
taken  at  once  to  effect  some  substantial  improvement  in 
the  financial  position        of  the  Canadian  National  Rail- 
ways, and  we  might  find  it  necessary  to  make  some  recommen- 
dation immediately  to  tho  Govijrnment  on  that  point.  If 
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we  wore  dealing  only  with  the  Canadian  National  Railway, 
that  would  be  a  simple  matter;  it  would  "be  merely  a 
question  of  determining  to  what  extent  economies  were 
possible.      But  as  I  see  the  situation  it  is  very  likely 
that  you  would  say:  "Yes,  these  things  can  be  done,  pro- 
vided certain  steps  are  taken  so  far  as  the  Canadian 
Pacific  Railway  is  concerned.        That  is  what  we  should 
like  to  have        two  things:     what  the  effect  on  the  Cana- 
dian National  would  be  i f  these  economies  were  made  and, 
secondly,  to  what  extent  the  Canadian  Pacific  must  come 
into  the  situation.      To  put  it  in  another  way,  and  to 
put  it  quite  frankly  to  you:     in  order  to  arrive  at  a 
certain  financial  position  with  a  view  to  avoiding  abso- 
lute bankruptcy,  the  Canadian  Pacific  and  the  Canadian 
National  may  find  it  necessary  to  got  together  and  say^ 
willy-nilly  we  have  to  do  these  things,  and  to  do  them 
quicklyj  very  drastic  steps  must  be  taken.      We  should 
like  to  get  that  information  from  you,  based  on  certain 
amounts  that  we  should  give  you  on  a  scale  for  the  pur- 
pose o 

SIR  JOSEPH  PLAVELLE:     On  the  basis  of  your  antici- 
pated lessened  earnings  of  138,000,000  in  1931  as  com- 
pared with  1930,  after  you  have  given  effect  to  five- 
twelfths  of  this  eleven  millions  your  total  economies  of 
^23,000,000  are  reduced  by  |5, 000, 000,  leaving  .^18,000,000, 
so  that  when  you  take  into  consideration  your  lessened 
anticipated  earnings  of  J|38,000,000  you  are  in  a  worse 
position  to  the  extent  of  |20,000,000,   so  that  your 
economies  are  eaten  up  by  the  reduced  gross  earnings. 

Mi,  Pjn.IR\iEATliE.R :     That  has  been  our  experience, 
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Sir  Joseph. 

SIR  JOSEPH  FLAVELLE:     If  the  economies  that  you 
effect  are  less  than  the  reduction  in  your  gross  earnings, 
you  are  in  a  worse  position  the  following  year, 

MR.  FAIRWEATHER:     Yes  sir,  that  is  a  necessary  con- 
sequence.       But  there  comes  a  point  beyond  which  you 
cannot  reduce  further  the  expenses  of  a  railway  and  con- 
tinue to  have  a  railway.      The  Canadian  National  Railway 
at  the  present  time  is  sailing  under  bare  poles.  I 
venture  to  say  that  additional  traffic  would  be  carried  on 
the  Canadian  National  Railways  at  an  expense  ratio  cer- 
tainly not  exceeding  fifty  per  cent;  I  would  rather  be 
inclined  to  think  it  would  be  nearer  forty, 

THE  CHAIRMAN:     I  do  not  quite  understand  that. 

MR.  FAIRWEATHER:     What  I  mean  by  that  is  this,  Mr. 
Chairman;  our  operating  ration  at  the  present  time  is  96, 

and  as  his  lordship  has  indicated,  it  steadily  went  up  as 
our  traffic  went  down.      There  is  a  very  necessary  cause 
behind  that        and  I  went  into  that  at  some  length  on  the 
occasion  of  one  of  our  previous  conferences.      If  we  got 
an  additional  dollar  of  revenue  to-day  we  would  put  fifty 
cents  of  that  into  the  net.       Is  that  clear,  sir? 

THE  CHAIRMAN;     I  think  I  understand  what  you  mean. 

MR.  FAIRVffiATHER;     Out  of  each  dollar  of  average 
revenue  now  we  succeed  in  putting  only  four  cents  into  the 
net,  but  if  we  got  a  dollar  additional  revenue  we  would 
put  fifty  cents  of  that  into  the  net. 

THE  CHAIRMAN:    With  respect  to  that  dollar,  the 
operating  ratio  is  fifty  per  cent? 

MR.  FAIRVffiATHER:     That  is  correct,  sir. 
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LORD  ASHPIELD;     Of  course  the  overhead  is  not 
altered  by  the  increased  traffic;  it  is  more  or  less 
constant,  and  therefore  you  can  pile  up  average  earnings 
and  the  actual  cost  of  moving  that  further  amount  of  traf- 
fic is  proportionately  much  less  than  the  ratio  of  expense 
and  receipts  as  it  is  to-day, 

MR.  PAIRWEATHER:  And  further,  this  period  of  de- 
pression has  had  the  effect  of  reducing  our  overhead  to 
a  very  low  basis. 

SIR  JOSEPH  FLaVELLE:     The  gravity  of  your  situation 
increases  if  your  reduced  gross  earnings  are  larger  than 
your  reduced  expenditure. 

MR.  PAIRWEATHER;     Well  sir,   that  is  almost  a  necess- 
ary consequence.         In  the  operation  of  a  railway  you 
cannot  as  a  general  proposition,  without  accruing  deferr- 
ed maintenance,  decrease  your  expenses  as  much  as  you  de- 
crease your  revenue  --  that  is  impossible.       If  you  find 
a  railway  doing  that  to  any  considerable  extent,  Sir 
Joseph,  it  only  means  that  they  are  not  maintaining  their 
property. 

THE  CHAIRMAN:     Or  that  they  have  been  grossly  ex- 
orbitant in  their  expenditure. 
MR.  PAIRWEATHER:  Yes. 

LORD  ASHPIELD:     Por  the  information  of  the  Secretary 
--  I  do  not  know  whether  it  has  been  asked  for  yet  or  not 
--  I  think  the  Commission  would  like  a  statement  showing 
the  salaries  of  the  administrative  staff  and  wages  to  the 
esmployees  in  the  different  categories  and  in  such  a  form 
that  we  could  have  side  by  side  those  paid  by  the  Canadian 
National  and  those  paid  by  the  Canadian  Pacific;  and 
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some  idea  of  the  nura-ber  employed  in  each  of  those  differ- 
ent categories. 

COMMISSIONER  LEMAN ;     In  other  words  you  cannot  con- 
ceive that  with  the  present  volume  of  traffic  you  could 
bring  down  your  operating  ratio  to  say  80  or  81  per  cent? 

MR.  FAIRWEiiTx4ER;     If  we  could  succeed  in  doing  that, 
Mr.  Leman,  we  would  be  supermen. 

LORD  ASHFIELD:     Not  necessarily. 

MR.  FAIRWEATHERj     Granting,   sir,  that  wo  do  not 
disturb  the  wage  level        if  the  wage  level  is  not  dis- 
turbed, it  is  impossible.      Of  course  if  you  break  through 
the  wage,  level,  that  ratio  might  be  reached. 

LORD  ASHFIELD:     When  you  have  to  cut"  your  coat 
according  to  your  cloth  you  can  do  a  great  deal.  If 
there  is  nobody  to  give  you  money  that  you  do  not  earn, 

you  have  to  keep  within  what  you  can  earn        it  is  una- 
voidable. 

MR.  FAIRVi/EAIHER :     Or  die. 

LORD  ASHFIELD:  Well,  you  won't  die  in  this  country, 
from  all  that  I  have  seen  of  it.        In  England  it  is  quite 
another  story;  if  you  do  not  balance  your  budget  you  can 
die  of  absolute  starvation. 

THE  CHAIRMAN:     What  was  the  question  actually  sub- 
mitted to  the  board  of  arbitration?        Was  it  a  10  per 
cent  reduction,  or  was  the  ratio  of  reduction  left  to 
the  board? 

Tffio   FAIRWEATHER:     No  sir,  it  was  a  straight  appli- 
cation for  a  10  per  cent  reduction  in  the  basic  day. 

SIR  JOSEPH  FLAVELLE:     The  board  had  no  power  to  make 
a  compromise,   say  to  the  extent  of  5  per  cent. 

THE  CHAIRMi^.N:     Or  to  increase  the  10. 
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SIR  JOSEPH  FLAVELLE:     It  was  10  per  cent  or  noth- 
ing. 

COMMISSIONER  LEMAN :     Only  on  the  basic  day? 

MR.  FAIRWEATHER;     Only  on  the  basic  day.       Of  course, 
Mr.  Leraan,  that  carries  with  it  an  interpretation  of  the 
wage  agreements,  and  they  are  very  complicated  affairs 
indeed.      But  the  arbitration  was  on  the  basia  day. 

COMMISSIONER  LEMAN s     But  that  would  affect  the  extra 
hours,  I  suppose? 

MR.  FAIRWEATHER:     In  so  far  as  it  would  effect  over- 
time, yes,  and  in  so  far  as  in  some  cases  it  would  affect 
arbitraries  where  those  arbitraries  were  paid  on  an  hour- 
ly basis.      Generally  speaking  that  10  per  cent  reduction 
would  mean  a  10  per  cent  reduction  in  the  pay  envelopes  of 
the  men, 

LORD  ASHFIELD:     Have  you  the  total  amount  of  money 
paid  out  each  year  for  running  the  hotels? 

MR.  PAIRWEATriER ;     It  is  in  the  statistics  already 
supplied  to  you,  sir. 

THE  CtlAIRIVLAN  5     I  do  not  know  that  we  have  it  for 

1931. 

MR.  FAIRWEATHER:     The  figures  for  1931  were  fur- 
nished up  to  the  end  of  October  --  the  income  aacount  was 
furnished  to  you. 

MR.  McLAREN:     I  can  give  you  the  figures  now  as  far 
as  the  ten  months  are  concerned.      Hotel  revenues  in  1931 
amounted  to  $2,221,000  odd  as  against  $2,594,000  odd  last 
year,  excluding  eastern  lines.      Working  expenses  for  the 
ten  months,   1931,  amounted  to  f2, 180, 000  as  against 
#2,417,000  odd. 

COMMISSIONER  WEBSTER:     You  have  closed  up  a  great 
many  offices  in  the  United  States,  have  you  not,  Mr, 
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Fairweather ? 

MR.  PAIRWEATHER:     The  Canadian  National? 
COMMISSIONER  WEBSTER:  Yes. 

MR.  PAIRWEaTHER:    You  mean  on  our  United  States 
railways  ? 

COMMISSIONER  WEBSTER;     Well,  offices  anywhere  that 
do  business. 

MR.  PAIRWE/xTHERj     Outside  ticket  offices? 
COMMISSIONER  WEBSTER:  Yes. 

ffi.  PAIRWEATHER:     Offhand,   sir,  I  could  not  say  how 
many  wo  have  closed,  but  I  know  we  have  been  pursuing  a 
policy  of  large  economy  and  I  have  no  doubt  that  branch 
of  the  service  did  not  escape. 

COMMISSIONER  ./EBSTER :     Have  you  there  the  cost  of 
the  New  York  office? 

FAIRWEaTHER:     I  have  thot-  w."^v. 

navb  that  with  me  on  the  train, 

but  I  do  not  believe  I  have  it  here,  sir. 

COMISSIOI^R  WEBSTER:     I  wonder  if  I  eould  get  that 
before  we  part? 

1\^R.  PAIRWEATHER:     Yes  sir. 

GOMISSIOl^R  VlffiBSTER«  Pi 
,  ^^^^^g  the  number  of  men  em- 

ployed,  the  number  of  tickpf  c  -  t. 

ticket  sellers  in  that  office,  and 
some  Idea  of  the  value  of  the  nrr-  . 

Of  the  office  to  the  system,  if  you 
can  estimate  it  in  dmia 

m  dollars  and  cents. 

MR.  PAIRWEATHER:     Yes  sir. 

COMMISSIONER  WEBSTER:     I  have  a  particular  reason 
for  wishing  to  know  that. 

MRo  PAIRWEATHER:     I  DrenarPd  a  4- 

J-  prepared  a  statement  of  that 

nature  for  the  use  of  the  co,»nittee  of  the  House  of  Com- 
mons, and  I  could  simply  turn  that  over  to  you. 

GOfflvlISSIONER  WEBSTER:     You  arr 

lou  are  still  paying  rent  for 
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the  old  office  there,  are  you  not? 
MR.  FAIRWEaTHER:     Yes  sir. 

COMMISSIONER  WEBSTER:     How  much  is  that  a  year? 

MR,  FAIRlVEATHERj  I  would  not  want  to  be  quoted  off- 
hand I  might  mislead  you.  But  it  is  all  in  the  state- 
ment, sir,  and  it  is  a  fairly  substantial  amount. 

COMMISSIONER. WEBSTER :     You  would  not  venture  an 
opinion  as  to  the  reasons  for  moving  from  Forty-second 
Street  away  up  to  Fifty-second  Street? 

MR.  FAIRWEATHER:  Oh  yes,  I  could  venture  an  opinion 
on  that;   I  know  exactly  why  Sir  Henry  Thornton  thought 
that  was  desirable, 

COMMISSIONER  WEBSTER:     Would  you  mind  stating  it? 

MR.  FAIRWEaTHER:     Sir  Henry  held  this  view  with  re- 
gard to  the  New  York  office:  that  New  York  is  the  commer- 
cial centre  of  this  continent j  that  directly  and  indirect- 
ly, as  regards  both  passenger  and  freight  business,  Hew 
York  exercises  a  very  decided  influence  on  Canadian  affair 
When  he  first  came  to  the  system  he  found  the  Canadian  Na- 
tional with  offices  on  the  third  floor  of  an  office  build- 
ing on  a  corner  of  Broadway,  with  the  elevated  railway 
running  right  under  it,  and  he  decided  that  that  was  not 
the  sort  of  office  the  Canadian  National  should  have.  So 
we  located  at  505  Fifth  Avenue,  and  it  was  really  amazing 
to  see  how  the  traffic  to  and  from  United  Stat'^s  points 
responded  to  that  sort  of  outpost  of  Canada  and  of  the 
Canadian  National  Railways.      Sir  Henryknew  from  his  pre- 
vious contact  with  citizens  of  the  United  States  that  most 
people  had  very  little  conception  of  Canada  as  a  country, 
and  so  far  as  railways  were  concerned  had  no  conception 
whatever;  and  that  thoy  continually  confused  the  Canadian 
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National  with  the  Canadian  Pacific        he  himself  had  been 
asked  whether  he  was  an  official  of  the  Canadian  Pacific 
Railway,      You  may  smile,  gentlemen,  but  I  may  say  that 
a  very  high  officer  of  the  New  York  Central  Railway, 
when  I  went  down  to  interview  him  on  certain  proposed 
economies,  was  of  the  same  opinion        they  knew  nothing 
of  Canada  or  of  the  Canadian  National  Railway.        As  I 
say,  the  figures  which  I  will  submit  to  you  show  such  a 
marked  increase  in  business  that  you  could  reach  no  other 
conclusion  than  that  the  moving  to  Fifth  Avenue  stimulat- 
ed the  interest  in  Canada  and  in  the  Canadian  National, 
Now,   sir,  505  Fifth  Avenue  was  chosen  at  that  time  as  the 
most  strategic  location  that  could  be  conveniently  ob- 
tained.     But  as  time  went  on  it  became  very  apparent 
that  the  centre  of  importance  in  New  York  City  was  moving 
uptown,  as  instanced  by  the  fact  that  the  Waldorf-Astoria 
deserted  its  location  on  Thirty-fourth  Street  and  moved 
up  to  Fifty- second  on  the  corner  of  Park  Avenue;  that 
leases  generally  in  that  territory  were  being  abandoned 
by  other  people;  that  other  transportation  agencies  par- 
ticularly dealing  in  this  tourist  business,  for  instance 
the  Great  Northern,  the  Northern  Pacific  and  the  better 
class  of  steamship  lines,  were  all  moving  uptown  that 
is,  were  moving  or  had  moved  further  uptown.  Having 
regard  to  all  that,  and  also  to  the  fact  that  there  was 
a  corresponding  drop  in  the  tone  of  Fifth  Avenue  where 
we  were  located,  we  were  faced  with  this  proposition, 
that  either  we  had  to  be  content  with  a  shop  window  -- 
and  that  is  really  the  way  Sir  Henry  viewed  it  --  next 
door  to  a  delicatessen  store,  or  we  had  to  move.  Sir 
Henry  felt  that  505  Fifth  Avenue  was  in  a  section  that 
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was  going  down.      He  regretted  the   judgment  that  had  placed 
him  there  in  the  first  place,  but  he  received  an  offer  of  a 
much  more  favourable  location,  and  at  that  time        mind  you, 
when  this  decision  was  made,  things  were  in  their  heyday  -- 
LORD  ASHFIELD:    When  was  it? 

MR,  FAIRWEaTHER:  I  think  the  decision  to  move  was 
reached  in  the  fall  of  1928        I  will  check  that  up;  but  it 
took  quite  some  time  for  the  negotiations,  and  the  offices 
were  finally  opened  I  think  some  time  late  in  1930,  wasn't 
it? 

MR.  McLaren :     1930,  yes, 

MR.  FAIRVyEATHER;  Late  in  1930.        At  the  time  we 
negotiated  the  new  lease  there  would  have  been  no  difficulty 
whatever  if  we  could  have  taken  possession  immediately  in  sub- 
letting 505  Fifth  Avenue,  The  thing  that  happened  to  us  as  well 
as  to  many  other  commercial  undertakings  was  that  the  depress- 
ion hit,  and  then  you  could  not  rent  anything  on  Fifth  Avenue 
for  any  money.      But  it  is  interesting  to  note  also  that  even 
through  the  depression,  certainly  through  the  depression  of 
1930,  that  increase  in  traffic  which  I  previously  mentioned 
continued,  and  as  a  gatevi/ay  to  Canada  I  suppose  505  Fifth 
Avenue  had  more  advertising  value  than  any  other  single  thing 
'tliat  the  Canadian  National  Railv/ays  could  do. 

COMMISSIONER  VVEBSTERs     The  criticism  has  been  made 
it  may  be  ill-founded,  and  perhaps  Mr,  Loree  can  help  us  -- 
that  the  move  was  premature;  that  at  Forty-second  Street 
very  important  railways  are  congregating;  that  they  have 
offices  not  necessarily  on  the  ground  floor  but  on  the 
second  and  third,  and  so  on,  and  that  the  office  at  505  Fifth 
Avenue  was  good  enough  for  some  years.  Mr.  Lorae,  coulo 

you  enlighten  us  on  that? 
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COMMISSIONER  LOREE:     I  think  the  tendency  has  been 
for  such  lines  as  the  Great  Northern,  the  Northern  Pacific, 
and  others,  to  take  corner  locations  on  the  ground  floor 
further  uptown. 

COMMISSIONER  WEBSTER;     Where  are  they  now? 

COMMISSIONER  LOREE:     Fifty- second,  Fifty-third, 
Fifty-fourth  streets. 

dOMMISSCDNER  WEBSTER;     The  suggestion  made  in  that 
respect,  then,  is  evidently  not  quite  correct.      Thank  you, 
Mr,  Pairweather, 

COMMISSIONER  LEMAN :    As  a  railway  man,  Mr.  Pair- 
weather, do  you  consider  that  the  colonization,  natural 
resources  and  mineral  resources  departments  are  a  necessary 
adjunct  to  your  activities  as  a  railway,  or  that  they  should 
be  left  to  governmental  agencies? 

MR.  FAIRWEkTHER:     Do  you  want  me  to  answer  as  a 
railroad  man?        I  would  say        and  this  perhaps  is  going 
to  hurt        that  if  efficient  government  departments  were  in 
existence,  those  activities     are  no  part  of  the  railway's 
business.      But  by  sad  experience  in  the  past  we  have  learn- 
ed that  when  you  lean  upon  the  government  departments  for 
that  little  extra  push  that  accomplishes  results,  you  do 
not  get  it.        They  are  there  with  statistics,,  but  they  are 
not  there  with  that  little  final  touch  that  locates  an  in- 
dustry or  locates  a  settler        actually;  and  believe  me, 
when  a  settler  goes  into  this  country  and  tackles  a  wilder- 
ness, whether  it  be  on  the  prairie,  in  the  mountains  of 
British  Columbia  or  in  the  clay  iDelt  of  northern  Ontario, 
he  needs  guidance,  and  it  is  not  the  sort  of  arm.  chair 
guidance  that  you  would  get  from  a  pious  pamphlet  issued 
by  a  government  department.        You  need  somebody  to  go 
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right  there,  live  with  him  and  learn  his  difficulties  and 
adapt  him  to  his  conditions;  and  that  is  where  our  agri- 
culture and  colonization  department  justifies  itself.  If 
the  government  departments  had  the  necessary  pep,  to  use  a 
slang  expression,  we  would  not  need  to  "be  doing  it.  Is 
that  the  answer? 

COMMISSIONER  lEMAN ;     Thank  you. 

SIR  JOSEPH  PIAVELLE:     During  the  last  three  or  four 
days  we  have  seen  two  important  hotels  which  are  nearing  com- 
pletion, one  in  Vancouver  and  one  in  Saskatoon.,       Is  it  part 
of  your  economy  measure  to  keep  these  closed  during  this  year 

MR.  FAIRWEATHER:     Well,  those  hotels  will  not  he 
available  until  some  time  in  1932.      Our  present  programme 
is  directed  at  carrying  on  the  work  with  a  minimum  of  ex- 
pense.     As  to  whether  those  hotels  will  or  will  not  be 
opened  in  1932,  I  regret.  Sir  Joseph,  I  have  no  instructions. 

MR.  MALLORY:     It  has  been  fairly  well  decided  that 
with  regard  to  the  hotel  at  Saskatoon  it  will  be  completed 
for  operation  during  1932,  but  the  Vancouver  hotel  not  until 
some  time  in  1933. 

MR.  FAIRWEATHER:     But  will  it  be  open  for  operation, 
or  will  it  remain  closed? 

MR.  MALLORY:  The  intention  is,  of  course,  as  soon 
as  construction  is  completed,  that  furnishings  will  be  made 
and  the  hotels  opened  for  business. 

SIR  JOSEPH  FLAVELLE:     It  is  unquestionably  true  that 
they  will  lose  money, 

MR.  FAIRWEATHER:  It  is  a  foregone  conclusion,  Sir 
Joseph,  that  the  Saskatoon  hotel  v\/ill  lose  money. 

SIR  JOSEPH  FLAVELLE:     Why  open  them? 

MR.  PaIRVJEx^THER:     As  I   say,  Sir  Joseph,  I  have  re- 
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ceived  no  instructions. 

SIR  JOSEPH  PLAVELLE:     I  am  thinking  of  this  econ- 
omy programme. 

MR.  FAIRWEATHER:    Well,   if  I  might  speak  personally 
at  this  time,  I  would  hesitate  very  seriously  t»  open  themo 
But  I  am  speaking  personally. 

SIR  JOSEPH  FLAVELLEs     You  see,  Mr.  Fairweather, 
when  we  come  to  a  situation  where  we  are  faced  with  certain 
loss  in  our  enterprises,  running  into  millions  or  tens  of 

millions,  we  must  seriously  ask  ourselves,  shall  we  go  on; 
and  if  we  go  on,  shall  we  proceed  only  to  the  extent  to 
which  we  can  reasonably  hope  to  wash  our  hands.  These 
figures  give  no  evidence  of  progress  that  way,  but  rather 
of  progress  the  opposite  way.      As  you  have  yourself  indi- 
cated, the  reduction  in  the  expenses  will  not  be  equivalent 
to  the  reduction  of  gross  revenue.      I  have  no  thought  of 
putting  you  in  an  awkward  position;  you  are  an  officer  of 
the  corporation,  and  your  chief  is  absent,      I  am  only  think- 
ing as  any  serious  man  would  that  the  statement  which  you 
are  now  presenting,  indicating  that  the  loss  this  year  will 
run  into  very  serious  figures,  does  not  go  far  enough  to 
give  any  hope  that  the  economies  projected  will  hold  the 
loss  where  it  is. 

MR.  FAIRWEATHER".    Well,  Sir  Joseph,  might  I  say 
this:     with  regard  to  certain  of  the  functions  of  the  rail- 
way or  auxiliary  services  of  the  railway,  I  would  find  myself 
largely  in  agreement  with  you.        But  with  regard  to  the 
main  function  of  the  railway  we  stand,  as  I  see  it,  in  tiie 
position  of  trustees  to  furnish  the  transportation  necessary 
for  the  country;  and  if  it  so  happens  that  the  revenues  re- 
ceived will  not  pay  for  that  transportation  service,  we  can- 
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not  -i-be  held  responsible  for  such  a  condition.      I  some  tlroe 
ago  indicated  that  the  rate  structure  was  a  very  pertinent 
part  of  this  whole  programme,  and  I  still  think  that  is  so o 
But  we  as  managers  of  the  property  are     faced  simply  with 
this  problem:  we  have  certain  traffic  to  carry;  that  traffic, 
at  the  rates  which  we  get,  will  not  pay  for  the  cost  of 
service.        Now,  what  can  we  do  about  it?      We  can  cut  down 
to  the  bone  on  expenses.        We  can  with  regard  to  those  of  cur 
employees  who  are  on  wage  agreement  negotiate  with  them  for 
reduction  in  wages,  and  we  have  done  that.      You  see  what 
happened  when  we  did  that;  we  got  a  majority  award,  but  the 

men  are  now  hesitating  as  to  whether  or  not  they  will  take  a 
strike' vote .      With  regard  to  the  employees  who  are  not  on 
wage  schedule,  we  can  and  have  reduced  their  pay;  officers 
have  taken  a  ten  per  cent  cut,  and  the  employees  generally 
have  taken  a  ten  per  cent  cut. 

SIR  JOSEPH  PLAVELLE;  It  is  suggested  that  when  the 
Saskatoon  hotel  is  ready  for  occupation  some  time  in  1932  it 
will  be  opened.  I  am  only  raising  this  point,  that  when 
men  find  themselves  in  a  difficult  situation  and  must  seek 
to  reduce  expenses,  they  should  consider  seriously  the  ques- 
tionof  opening  up  a  further  enterprise  v/hich  will  add  to  the 
loss . 

MR.  PAIRV'ffiATHER:  Quite. 

SIR  JOSEPH  FLAVELIE;     The  fact  that  somebody  else 
pays  the  loss  may  unconsciously  affect  those  who  are  deter- 
mining what  the  expense  will  be.        Most  of  us  have  to  pay 
it  out  of  our  taxes;  not  many  of  us  have  a  government  "no  pay 
it        I  do  not  mean  that  offensively  at  all,  but  I  sugt;est 
it  as  a  psychological  factor.        If  it  were  my  business  and 
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I  were  confronted  with  the  sort  of  profit  and  loss  shuot 
that  you  are  confronted  with,  even  if  I  had  to  admit  I  had 
made  a  griovous  mistake  in  building  ray  hotel  or  ray  pair  of 
hotels  at  such  a  cost,  I  would  not  operate  thera  if  it  was 
going  to  cost  me  more  to  operate  them  than  to  leave  them 
alone . 

MR.  FAIRWEATHER:     I  thoroughly  agree  with  you.  Sir 

Joseph. 

SIR  JOSEPH  PLAVELLEs    The  operation  of  the  hotel 
is  actually  going  to  return  you  in  dollars  very  much  less 
than  the  cost  of  running  it,  under  existing  conditions. 

MR.  MALLORY:     May  I  say  a  word.  Sir  Joseph,  in 
that  connection? 

SIR  JOSEPH  FLAVELLE:  Yes. 

MR.  MALLORY:     When  you  raised  the  question  as  to 
the  hotels  I  may  have  misunderstood  you  in  that  I  thought 
you  were  referring  particularly  to  the  progress  of  the  work 
and  had  in  mind  the  question  of  when  these  properties  would 
be  ready  for  occupation.      Now,  as  far  as  our  budget  is  con- 
cerned, that  is  the  line-up        the  Saskatoon  hotel  will  be 
ready  for  occupation  in  1932  and  the  Vancouver  hotel  in 
1933.      But  the  continuance  of  capital  expenditures  on  those 
two  properties  is  of  course  subject  to  the  approval  by  Par- 
liament of  our  budget  for  additions  and  betterments.  That 
has  to  be  obtained;  at  least  v/e  have  got  to  get  the  approval 
of  the  Government  before  we  can  enter  into  capital  expendi- 
ture s . 

SIR  JOSEPH  FLAVELLE:     Well,  you  are  still  going  on 
spending  money  on  them. 

MR.  MALLORY:    We  are  still  working  on  our  budget 

for  1931. 
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SIR  JOSEPH  FLAVELLE:    The  budget  that  was  approved 
by  Parliament  this  year? 

MR.  MALLORY:     Yes.  • 

THE  CHAIRMN:  That  would  be  the  proposal  of  your 
officials  to  Parliament? 

MR.  MALLORY;  Yes. 

COMMISSIONER  WEBSTER;     What  proposal,  sir? 

THE  CHAIRMAN:    The  opening  of  one  hotel  in  1932 
and  the  other  in  1933. 

LORD  ASHFIELD:     It  might  be  pertinent  to  ask  how 
this  appropriation  works  out.        Have  you  an  appropriation 
for  the  completion  of  the  hotels,  including  the  furnishings 

MR.  MALLORY:     No  sir. 

LORD  ASHFIELD:     How  far  does  the  appropriation  go? 

MR.  MALLORY:     Just  to  cover  the  expenditures  withi 
the  calendar  year  1931, 

LORD  ASHFIELD:  You  still  have  to  deal  with  1932, 
which  is  the  completion  of  the  hotel  and  the  furnishings? 

MR.  MALLORY:     Yes  sir,  our  estimates  for  1931, 
excepting  that  we  gave  the  estimated  cost  to  complete,  less 
moneys  previously  expended  in  1928,  1929  and  1930,  and  the 
amount  proposed  to  be  expended  during  1931, 

COMMISSIONER  LEf/IAN:  You  would  not  anticipate  un- 
favourable action  by  the  Government  in  the  way  of  allowing 
the  contractors  to  go  on? 

MR.  FAIRi/VEATHER :  No  sir,  that  is  to  say,  existing 
contracts  will  have  to  be  respected  when  we  got  our  firs" 
appropriation  we  v^fere  authorized  to  enter  into  a  contract 
for  the  completion  of  the  hotel.  If  the  Government  should 
decide  to  withhold  the  money  we  would  be  up  against  a  dara^-g 
claim,  if  that  is  the  point. 
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LORD  ASHPIELD:     Have  you  entered  into  contracts 
which,  mean  the  practical  completion  of  the  hotel  and  fur- 
ni shings  ? 

MR.  PAIRWEATHER;     As  regards  the  hotul  itself, 
absolutely o 

LORD  ASHPIELD:     The  building  itself? 

MR.  PAIRWEATHER:  Yes. 

LORD  ASHPIELD:     And  the  furnishings? 

MR.  FAIRVffiATHER:    And  the  mechanical  equipment. 
So  far  as  the  furnishings  are  concerned,  I  believe  it  is  our 
policy  to  purchase  them  ourselves. 

LORD  ASHPIELD:     So  that  there  is  no  commitment  in 
that  respect? 

MR.  PAIRWEATHER:  No. 

THE  CHJIIRMAN:    Well,  I  think  we  had  better  adjourn. 
Thank  you  very  much,  Mr.  Pairweather. 

The  Commission  adjourned  at  7.45  p.m. 
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